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I.  INTRODUCTION 


This  report  presents  the  Contractor  Financial  Data  Retrieval  & Analysis  System 
(FIN  AND  AS),  a computerized  system  designed  to  assist  Department  of  Defense  (DoD) 
financial  analysts.  FIN  AND  AS  is  the  product  of  Task  75-11,  "Analysis  of  Contractor 
Financial  Capability,”  conducted  by  LMI  for  the  Assistant  Secretary  of  Defense 
(Installations  and  Logistics)  under  Department  of  Defense  Contract  SD-321. 

OBJECTIVES 

The  objective  of  Task  75-11  was  to  develop  an  analytical  model  or  methodology  for 
assessing  a contractor's  financial  condition  and  how  it  might  be  affected  by  a major 
contract  award,  by  changes  in  the  type  and  volume  of  the  contractor's  workload,  and  by 
changes  in  Government  financing  policy. 

BACKGROUND 

This  task  was  performed  in  two  phases.  In  the  initial  phase,  LMI  reviewed  current 
DoD  practice  in  analyzing  the  financial  capability  of  contractors.^  This  review  identified 
the  need  for  an  expanded  analysis  capability.  The  existing  DoD  process,  including  the  Pre- 
Award  Survey,  does  not  employ  an  adequate  analytical  methodology,  and  the  directives 
provide  little  guidance  for  a more  thorough  effort.  Commercial  financial  institutions,  on 
the  other  hand,  have  a far  more  advanced  methodology,  often  supported  by  computerized 
systems  of  data  retrieval  and  analysis.  LMI  therefore  recommended  that  a customized, 
comprehensive  system  be  developed  to  assist  DoD  analysis  efforts.  LMI  was  asked  to 
proceed  with  development  of  the  the  methodology  for  such  a system,  including  selection 
of  a data  base,  establishment  of  analytical  measures,  production  of  computer  software, 
and  planning  for  implementation. 

"Analysis  of  Contractor  Financial  Capability,  LMI  Task  75-11,  Phase  1"  report. 
Logistics  Management  Institute,  April  1976. 
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ORGANIZATION  OF  THIS  REPORT 


The  focus  of  this  report  is  the  Contractor  Financial  Data  Retrieval  & Analysis 
System  (FINANDAS),  and  how  it  can  contribute  to  improved  DoD  analysis  of  contractor 
financial  capability.  Section  II  describes  FINANDAS  in  general,  and  Section  HI  describes 
the  analytical  reports  it  provides.  The  applications  of  FINANDAS  to  contracting  decisions 
and  policy  analysis  are  discussed  in  Section  IV.  The  steps  required  for  its  implementation 
are  presented  in  Section  V. 

Sample  reports  from  FINANDAS  are  shown  in  Appendix  A.  The  detailed  functions 
and  uses  of  each  system  routine  £U*e  described  in  Appendix  B and  the  analytical  methods 
used  £u*e  discussed  in  Appendix  C.  Finally,  a selected  bibliography  is  given  in  Appendix  D. 
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n.  FINANDAS  - A Computerized  System  for  Contractor  Financial  Analysis 


FINANDAS  is  a computerized  system  for  obtaining  and  analyzing  financial 
statements  from  a large  number  of  corporations.  It  now  includes  a data  bank  of 
approximately  900  publicly-owned  companies.  The  data  bank  can  be  expanded  to 
2700  companies. 

The  DoD  users  will  access  FINANDAS  through  a time-sharing  computer  terminal, 
retrieve  stored  contractor  data  and  select  the  desired  analysis  reports.  Output  is  printed 
on  the  user’s  time-sharing  terminal  by  a telephone  link  with  the  General  Electric  (G.E.) 
computer  network.  In  addition,  users  can  easily  input  data  on  companies  not  in  the  data 
bank  and  then  obtain  the  analysis  reports.  A projection/simulation  capability  is  also 
included  in  the  system.  The  cost  of  a typical  analysis  is  expected  to  be  approximately  $15 
per  company. 

DATA  AND  ANALYSIS 

The  financial  information  stored  in  the  data  bank  is  obtained  primarily  from 
Investors  Management  Sciences,  Inc.,  a subsidiary  of  Standard  & Poor's  Corporation.  This 
information,  called  "Compustat,"  includes  annual  and  quarterly  data,  as  well  as  sales  and 
profit  data  by  line  of  business.  LMI  has  also  loaded  into  the  data  bank  DoD  data  on 
contract  awards. 

Five  years  of  financial  statements,  including  historical  trends,  are  available  through 
FINANDAS.  Several  ratio  analysis  reports  also  are  available.  Furthermore,  the  system, 
with  user  input  of  assumptions,  provides  five-year  financial  projections,  including  cash 
flow  trends.  The  Z-Score  test  for  bankruptcy  is  calculated  for  both  history  and 
projections.^ 


The  Z-Score  measures  a company's 
on  pages  11  and  C-2. 


potential  for  bankruptcy  and  is  discussed  further 


3 


The  coverage  of  DoD  contractors  in  the  Compustat  annual  and  quarterly  data  bank  is 
quite  good.  There  are  83  publicly-held  companies  on  the  list  of  contractors  receiving  the 
largest  volume  of  DoD  prime  contract  awards  in  1975.  Of  these  83  companies,  71  are 
included  in  the  900-company  data  bank. 

USERS  AND  BENEFITS 

Potential  users  of  FIN  AND  AS  include  persons  and  groups  responsible  for  contractor 
financial  analysis  in  pre-award  reviews,  post-award  monitoring,  and  special  studies  of 
contractor  financial  capability.  Some  of  these  users  would  be; 

- financial  analysts 

- contracting  officers 

- source  selection  committees 

- major  commands 

- program  managers 

- contract  pricing  staffs 
The  system  will  give  them; 

- an  inexpensive,  ready  source  of  data 

- extensive  analysis  of  financial  condition 

- help  in  assessing  the  impact  of  an  award 

- capability  for  projecting  financial  condition 

- documentation  for  the  contract  file 

The  system  will  also  be  useful  in  training  financial  analysts,  contracting  officers,  and 
program  management  personneL 

2 

"Index  of  100  Parent  Companies  Which  With  their  Subsidiaries  Received  the  Largest 
Dollar  Volume  of  Military  Prime  Contract  -Awards  in  Fiscal  Year  1975,"  Companies 
Receiving  the  Largest  Dollar  Volume  of  Military  Prime  Contract  Awards,  Fiscal  Year 
1975,  Office  of  Assistant  Secretary  of  Defense  (Comptroller).  Directorate  for  Information 
Operations,  21  November  1975,  p.  7. 
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USER  IMPLEMENTATION 


When  FINANDAS  is  available  for  general  application,  DoD  users  can  have  access  to 
it  merely  by  obtaining  a terminal  and  a user  number.  Procedures  for  the  latter  will  be 
developed  as  part  of  the  implementation  effort  proposed  in  Section  V).  Users  would 
provide  their  own  funding.  A training  program  is  contemplated  to  help  users  expand  their 
financial  analysis  skills  as  weU  as  learn  how  to  use  the  system. 

SYSTEM  STRUCTURE 

FINANDAS  is  a unified  system  of  computer  routines  to  analyze  the  financial 
capability  of  companies.  These  routines  are  available  on  the  G.E.  computer  network.  A 
controlled  access  system  will  limit  usage  to  DoD  components. 

The  structure  and  routines  of  the  system  are  shown  below  in  Exhibit  1.  The  main 
function  of  each  routine,  including  the  various  utility  routines,  is  described  in  Exhibit  2. 
The  main  control  routine,  like  the  system,  is  called  FINANDAS.  After  a user  signs  on  to 
the  G.E.  network  through  a terminal,  he  uses  this  routine  to  initiate  the  system.  The  user 
then  enters  a special  password,  followed  by  commands  to  call  in  other  routines  to  perform 
the  desired  functions. 

The  main  analysis  routine  is  ANALYZET,  which  retrieves  contractor  data  from  the 
Compustat  data  bank,  or  from  a user-created  data  file.  ANALYZET  then  prints,  at  the 
user's  terminal,  selected  historical  financial  statements  and  analytical  reports.  If 
projections  are  desired,  ANALYZET  calls  PROFORMA.  PROFORMA  makes  projections 
from  the  historical  data,  based  on  user  selection  and  input  of  assumptions.  The  same  basic 
financial  statements  and  analysis  reports  are  available  from  both  PROFORMA  and 
ANALYZET.  These  financial  statements  and  anedytical  reports  are  described  in  detail  in 
Section  HI. 
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CONTRACTOR 


DATA 


COMPUSTAT 

' OR  ' 

USER  INPUT 


ANALYZET 


(Data  Retrieval) 
( Historical  ) 
( Analysis  ) 

"-T-' 


ANALYSIS 

REPORTS 


EXHIBIT  1 


FINANDAS 

SYSTEM  STRUCTURE 


I PROFORMA I 
(Projections  & 
^ Analysis)  | 


UTILITY 

COMMANDS 

ANSRLOAD 
*^CMDLIST  ' 
DATALOAD 
LATERUN 
MESSAGE 
MESSLIST 
END 


EXHIBIT  2 


SYSTEM  ROUTINES 


Routine  Name 
(Also  Command) 

Function 

FINANDAS 

Master  routine  to  control  usage  of  the  system.  Other  routines  are 

ANALYZET 

accessed  through  FINANDAS. 

Data  retrieval  and  analysis  routine — prints  historical  reports  with 

ANSRLOAD 

analysis,  calls  PROFORMA  to  make  projections. 

Loads  a file  of  answers  to  control  analysis  when  LATERUN  is  used. 

CMDLIST 

Must  be  used  before  LATERUN  is  called. 

Lists  commands  available  with  a description  of  each. 

DATALOAD 

Loads  a file  with  contractor  financial  data  for  analysis  by 

LATERUN 

ANALYZET.  Used  when  contractor  data  are  not  in  Compustat  file. 
Sets  up  an  analysis  to  be  run  at  night  at  reduced  rates. 

MESSAGE 

Records  a user's  message  to  the  System  Monitor  requesting  assistance 

MESSLIST 

or  making  suggestions. 

Prints  the  messages  written  by  users  with  MESSAGE.  Available  only 

PROFORMA 

to  the  System  Monitor. 

Projects  the  financial  activity  of  a contractor  and  prints  proforma 

END 

statements  and  analysis  reports  for  future  years.  Can  only  be 
accessed  through  ANALYZET. 

Terminates  the  session. 
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m.  SYSTEM  ANALYTICAL  OUTPUT 


FIN  AND  AS  gives  users  a variety  of  reports  analyzing  a company's  financial 
condition.  In  this  section,  the  various  output  reports  are  reviewed  to  demonstrate  the 
system  capabilities.  The  data  items  on  these  reports  are  discussed  and  related  in 
importance  to  the  general  subject  of  corporate  financial  analysis.  Appendix  A offers 
sample  output  reports  that  may  help  in  understanding  these  discussions. 

SYSTEM  ANALYTICAL  REPORTS 

The  various  analytical  reports  available  for  historical  data  (from  ANALYZET),  and 
for  projected  data  (from  PROFORMA),  are  listed  in  Exhibit  3 and  described  below.  All 
data  reports  contain  pre-defined  rows  of  financial  accounts  or  ratios,  with  up  to  five  years 
of  data  (except  for  quarterly  data).  A trend  column  indicates  the  extent  of  change  in  the 
data  and  its  significance. 

All  data  in  the  reports  are  scaled  to  be  easily  readable.  A scale  of  "Thousands"  is 
used  unless  Net  Sales  exceed  a billion  dollars;  then  the  scale  is  converted  to  "Millions." 
For  easy  interpretation,  each  report  is  clearly  identified  by  title,  company,  industry,  date 
of  preparation,  page,  and  scale  factor.  Each  set  of  reports  contains  a header  page  and  a 
list  of  aU  the  Compustat  footnotes  for  the  subject  company. 

Balance  Sheet 

The  Balance  Sheet,  often  called  the  "Statement  of  Financial  Position,"  identifies  the 
year-end  amounts  of  a company's  assets  and  liabilities.  Its  format  is  relatively  standard 
and  includes  the  essentials  for  analysis.  Accounts  Receivable  and  Inventories  are  stated 
net  of  any  reserves. 

Most  of  the  accounts  shown  on  the  Balance  Sheet  are  significant,  and  their  trends 
should  be  reviewed.  Trends  for  several  key  accounts  are  flagged  with  a "P"  or  an  "N,"  for 
important  Positive  or  Negative  indicators  of  financial  health.  The  key  accounts 
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EXHIBIT  3 


ANALYTICAL  REPORTS  AVAILABLE 


Report 

Historical  Data 

Compustat^  User  Input^ 

Projected 

Data 

Balance  Sheet 

Yes^ 

Yes 

Yes 

Income  & Retained 
Earnings 

Yes 

Yes 

Yes 

Changes  in  Working 
Capital 

Yes 

Yes 

Yes 

Restated  & Supplemen- 
tary Data 

Yes 

X3 

X 

Annual  Ratios 

Yes 

Yes 

Yes 

Relative  Balance  Sheet 

Yes 

Yes 

Yes 

Relative  Income  State- 
ment 

Yes 

Yes 

Yes 

Line  of  Business  Data 

Yes^ 

X 

X 

Quarterly  Data 

Yes 

X 

X 

Forecasting  Factors 

Yes 

Yes 

X 

Projection  Assumptions 

X 

X 

Automatic^ 

^Indicates  data  source. 

2 

A ”yes"  indicates  that  users  may  select  the  report. 

3 

An  X indicates  that  the  report  is  not  available. 

4 

Not  all  companies  in  the  Compustat  data  bank  have  line  of  business  data  recorded. 

^’’Automatic"  indicates  that  this  output  is  produced  without  user  selection. 
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are:  Cash,  Net  Plant  Total  Assets,  Retained  Earnings  and  Stockholders'  Equity.  Three 
other  key  totals  added  at  the  bottom  of  this  report  are:  Working  Capital,  Long-Term 
Capital,  and  Tangible  Net  Worth.  (See  TREND  ANALYSIS,  Appendix  C,  for  information 
on  calculation  of  trends.) 

Income  and  Retained  Earnings 

The  Income  and  Retained  Earnings  Statement  is  another  traditional  analytical 
report.  It  has  a standard  format,  except  that,  wherever  possible.  Depreciation  is  reported 
separately  from  Cost  of  Sales,  to  facilitate  funds  flow  analysis. 

Key  data  for  trend  review  in  the  income  section  are:  Net  Sales,  Gross  Income, 
Operating  Income,  Income  Before  Tax,  Income  Before  Extras  (extraordinary  items)  and 
Net  Income.  Many  financial  analysts  believe  that  Income  Before  Extras  is  most 
important,  along  with  Net  Sales,  because  it  indicates  the  profitability  of  ongoing 
operations.  Key  accounts  in  the  retained  earnings  section  are  Net  Income  and  Retained 
Earnings. 

Changes  in  Working  Capital 

The  accounting  name  for  the  Changes  in  Working  Capital  report  is  the  Statement  of 
Changes  in  Financial  Position,  but  it  is  often  referred  to  as  the  "Sources  and  Applications 
of  Funds,"  or  "Funds  Flow"  statement.  The  Changes  in  Working  Capital  report  is  oriented 
more  toward  the  total  net  working  capital  rather  than  to  cash.  Such  an  orientation 
reflects  the  need  for  working  capital  to  fund  sales  (through  accounts  receivable),  provide 
sufficient  work-in-process  inventory  for  production,  and  maintain  finished  goods  inventory 
to  meet  sales  commitments.  In  government  contracting,  working  capital  is  required  to 
complete  the  product  before  settlement  at  delivery  or  at  certain  milestones. 

Because  working  capital  is  critical  to  a business  operation,  the  trends  calculated  by 
the  system  for  the  Changes  in  Working  Capital  report  contribute  significantly  to  the  total 
analysis.  Key  items  on  this  report  are:  Income  Before  Extras,  Total  from  Opns 
(operations).  Total  Sources,  Net  Increase/-Decrease,  and  Cash  Flow. 
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Restated  and  Supplementary  Data 

The  Restated  and  Supplementary  Data  report  shows  how  key  data  have  been 
affected  by  changes  in  accounting  procedures  and  also  presents  important  non-accounting 
data.  Because  fuUy  restated  reports  are  not  available,  only  selected  accounts  are 
restated.  The  system  compares  these  data  with  the  amounts  originally  reported,  and 
calculates  the  percentage  difference  caused  by  restatement.  If  this  percentage  has  an 
absolute  value  of  5%  or  more  in  any  year,  restatement  is  concluded  to  have  had  a material 
effect  on  the  account,  which  is  marked  with  an  asterisk  (*)  every  time  it  appears. 

The  "Supplementary"  portion  of  this  report  also  is  useful.  Stock  price  data  are 
included  to  demonstrate  the  investment  community's  evaluation  of  the  company's 
prospects.  Other  indicators  of  financial  health,  when  related  to  other  data,  are  the 
Number  of  Employees  and  the  Order  Backlog.  Debt  maturing  (2,  3,  4,  and  5 years)  is  listed 
because  it  is  a particularly  important  indicator  of  a company's  financial  condition. 
Unusually  large  maturities  in  any  one  year  may  foretell  difficulties,  especially  for  a 
company  with  strained  credit. 

Annual  Ratios 

The  Annual  Ratios  report,  one  of  the  most  useful  in  the  system,  presents  a series  of 
critical  ratios  categorized  to  analyze  performance,  capitalization,  liquidity,  and  debt 
payment  coverage.  These  ratios  in  the  Annual  Ratios  report  and  important  ratios  from 
other  reports  are  discussed  further  under  RATIO  ANALYSIS,  Appendix  C.  Also  included  is 
the  Z-Score^  which  measures  overall  financial  strength.  The  Z-Score  was  developed  to 
predict  a company's  potential  for  bankruptcy,  and  it  has  been  found  effective  in 
identifying  companies  with  significant  financial  problems. 


^E.  I.  Altman,  "Financial  Ratios,  Discriminant  Analysis,  and  the  Prediction  of 
Bankruptcy,"  Journal  of  Finance.  September  1968,  pp.  589-609. 
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All  the  ratios  in  the  Annual  Ratios  report  are  keyed  for  trend  review.  The  trends 
calculated  are  flagged  with  appropriate  indicators.  The  trend  in  the  Z-Score  is  also 
calculated,  but  the  flag  is  applied  based  on  the  value  of  the  Z-Score  for  the  latest  year. 

Relative  Balance  Sheet 

The  Relative  Balance  Sheet  is  another  ratio  report,  showing  each  Balance  Sheet 
amount  expressed  as  a percentage  of  total  assets.  This  report  is  often  called  a "common 
size”  report,  because  it  facilitates  the  comparison  of  different  sized  companies.  Trends  in 
Relative  Balance  Sheet  ratios  are  calculated,  and  flagged  when  they  refer  to  key  accounts 
on  the  Balance  Sheet. 

Relative  Income  Statement 

The  Relative  Income  Statement  is  useful  in  analyzing  the  relative  performance  of 
the  company  over  time.  It  expresses  each  amount  on  the  Income  and  Retained  Earnings 
Statement  as  a percentage  of  Net  Sales.  The  trends  of  key  income  accounts  are 
appropriately  flagged  as  indicators  of  financial  health. 

Line  of  Business  Data 

For  most  of  the  large  corporations  in  the  data  bank,  data  on  sales  and  income  by  line 
of  business  are  available.  The  system  offers  this  information  to  show  the  trends  and 
profitability  of  a company's  various  sales  components.  While  DoD  business  seldom  is 
identified  as  a line  of  business,  the  items  procured  can  be  related  to  specific  lines.  This 
may  be  helpful  in  evaluating  a subsidiary. 

Also  included  in  this  report  are  data  on  DoD  contract  awards  (available  only  for 
selected  companies  by  Federal  fiscal  year).  This  information  offers  a useful  perspective 
on  DoD  as  a customer  of  the  company  and  on  the  total  DoD  contracts  in  relation  to  the 
contracts  awarded  by  a particular  DoD  component.  It  is  contemplated  that  the  DoD 
contract  information  will  be  expanded  to  include  total  contracts  outstanding  and  work 
completed  on  them  when  these  data  become  available. 
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Quarterly  Data 


The  Quarterly  Data  report  provides  the  latest  published  data  for  a company.  Only  a 
few  key  variables  are  shown,  but  general  financial  trends  will  be  apparent.  The  quarterly 
data  are  shown  for  the  current  year,  plus  the  three  prior  years.  A weighted  average  ratio 
of  the  current  quarter  to  the  year  total  is  used  to  project  the  current  year  total.  This 
simple  approach  helps  place  the  current  quarter  in  perspective.  Current  stock  market 
data  are  also  shown  to  indicate  the  investment  community's  view  of  current  trends  within 
the  company.  Whenever  the  Quarterly  Data  report  is  selected,  the  footnotes  for  the  data 
are  provided  automatically. 

Forecasting  Factors 

The  Forecasting  Factor  report  aids  in  projecting  a company's  financial  position.  This 
report  contains  factors  useful  in  specifying  assumptions  for  the  PROFORMA  projection 
routine.  Most  of  the  ratios  shown  on  the  Forecasting  Factors  report  are  unique  to  it,  but 
others  are  repeated  to  show  the  weighted  average  used  in  PROFORMA  for  some 
accounts.^ 

Projection  Assumptions 

This  report  is  included  in  PROFORMA  output  to  make  explicit  the  assumptions  used. 
All  assumptions  appear  by  account  projected,  and  are  identified  by  source;  "input" 
(provided  by  the  user)  or  "default"  (provided  automatically  when  no  user  assumption  is 
input). 


2 

The  average  is  exponentially  weighted  with  a latest  year  weight  of  .5.  This  was 
selected  in  part  because  the  latest  year  is  by  far  the  most  important.  Furthermore,  a 
lower  weight  would  give  the  earliest  year  a weight  exceeding  that  of  later  years. 
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IV.  APPLICATIONS  OF  THE  SYSTEM 


FINANDAS  is  a general-purpose  tool  for  DoD  use  in  analyzing  contractor's  financial 
condition.  It  has  many  uses  in  making  contracting  and  policy  decisions.  These  uses  are 
presented  in  this  section.^ 

CONTRACTING  DECISIONS 

FINANDAS  has  many  applications  for  contracting  decisions.  Mainly,  it  is  a source  of 
financial  data  and  extensive  analysis  for  pre-award  reviews  and  source  selection.  Other 
contracting  applications  include  negotiations  and  contract  monitoring. 

Pre-Award  Reviews 

In  pre-award  financial  reviews,  FINANDAS  is  a ready  source  of  information  on  the 
corporations  included  in  its  data  bank.  For  smaller  companies  not  in  the  data  bank, 
financial  data  can  be  fed  into  the  system  to  perform  the  same  analysis  (with  a few 
limitations)  done  for  the  large  corporations.  Using  the  output  reports,  financially- trained 
personnel  in  DoD  procurement  organizations  can  quickly  review  the  financial  position  of  a 
potential  contractor  and  decide  whether  additional  analysis  is  needed. 

If  a Pre-Award  Survey  is  required,  the  contract  administration  office  responsible  can 
obtain  a complete  set  of  FINANDAS  analysis  reports.  These  reports  contain  far  more 
financial  data  and  analysis  than  was  typically  collected  or  prepared  in  the  surveys  we 
reviewed.  With  the  PROFORMA  projection  option,  the  user  conducting  the  survey  can 
easily  simulate  cash  flow  and  other  factors  that  may  affect  the  determination  of  financial 
responsibility. 

Source  Selection 

The  financial  condition  of  offerors  under  consideration  for  major  contract  awards 
has  been  a matter  of  increasing  concern  in  recent  years.  Widely  publicized  cases  have 

^One  use  of  the  system  not  discussed  below  is  in  the  training  of  financial  analysts 
and  program  management  personnel.  The  Defense  Systems  Management  College  has 
already  expressed  an  interest  in  using  the  system  in  its  training  programs. 
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made  it  clear  that  even  well-known  firms  with  long  and  distinguished  experience  in 
defense  business  can  develop  financial  problems  which  put  programs  in  jeopardy. 
Consequently  there  have  been  attempts  to  elevate  the  role  of  financial  capability  analysis. 
Such  analysis  sometimes  has  been  advanced  to  the  time  of  source  selection,  when  it  can  be 
more  intensive  and  can  more  easily  alter  a decision,  rather  than  being  part  of  a subsequent 
Pre-Award  Survey.  In  some  instances  financial  capability  has  been  made  an  explicit 
source  selection  criterion. 

The  following  steps  incorporate  the  main  components  of  an  intensive  financial 
analysis  effort  for  source  selection.  They  include  the  role  FIN  AND  AS  can  play.  Such  an 
analysis  should  provide  a complete  profile  of  an  offeror's  financial  condition,  taking  into 
account  past  trends  and  the  company's  current  and  projected  financial  position. 

First,  the  corporate  financial  statements  should  be  analyzed  in  detail  using 
FIN  AND  AS  output  reports  as  the  primary  resource.  This  analysis  should,  however,  be 
supplemented  by  the  company  reports  to  the  SEC  (the  lOK  and  lOQ's)  to  provide 
qualitative  information. 

Second,  an  analysis  should  be  made  of  the  financial  statements  of  the  offering 
subsidiary  and/or  division,  with  particular  attention  to  assets  available  and  the  record  of 
profitability.  Such  statements  are  not  likely  to  be  public  information,  and  hence,  would 
not  be  available  in  the  data  bank.  The  analyst  could  still  secure  them  from  the  company 
and  put  them  into  the  system  to  obtain  the  desired  analysis  reports. 

Third,  the  credit  standing  of  the  company  should  be  intensively  analyzed. 
FINANDAS  could  identify  amounts  of  debts  outstanding,  payments  due,  and,  with 
PROFORMA  projections,  potential  repayment  problems.  To  assess  current  repayment 
problems,  however,  the  analyst  would  have  to  examine  the  company's  existing  sources  and 
lines  of  credit. 

Fourth,  the  bidder's  projections  should  be  compared  with  independent  projections. 
The  analyst  could  use  the  PROFORMA  routine  to  prepare  such  independent  projections. 
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The  financial  capability  of  an  offeror  to  perform  the  contract  could  thereby  be  gauged. 
With  PROFORMA,  comparative  projections  can  be  developed  assuming  a full  or  partial 
award  or  no  award  at  alL 

Finally,  a thorough  evaluation  program  should  also  include  analysis  of  current 
contracts  and  claims.  PROFORMA'S  projection  capability  could  perform  helpful  what-if 
simulations  in  these  areas,  based  on  the  current  status  of  contracts  and  claims. 

Negotiations 

The  system  will  be  useful  in  planning  negotiation  strategy  for  contract  financing 
arrangements.  Knowledge  of  a company's  financial  position  may  influence  how  the  DoD 
pricing  team  approaches  negotiation  for  a contract  likely  to  have  a significant  impact  on  a 
company.  FINANDAS  reports  can  quickly  provide  the  price  analysts  with  that  knowledge. 

Contract  Monitoring 

The  system  will  provide  quarterly  financial  status  reports  for  companies  in  the  data 
bank.  Contracting  officers,  price  analysts  and  program  management  staff  will  find  these 
reports  helpful  in  monitoring  the  progress  of  prime  and  subcontractors  in  a program. 
Early  awareness  of  financial  problems  permits  prompt  action  to  preserve  the 
Government's  interests. 

POLICY  DECISIONS 

FINANDAS  can  contribute  substantially  to  the  analysis  of  procurement  policy.  The 
Directorate  of  Contract  Finance  Policy  in  the  Office  of  the  Assistant  Secretary  of 
Defense  (Installations  and  Logistics)  and  the  Military  Department  (MILDEP)  organizations 
responsible  for  procurement  policy  would  be  likely  users. 

In  the  LMI  report,  "Management  of  Contract  Finance  Policy,"  the  needs  of  the 
Directorate  of  Contract  Finance  Policy  with  respect  to  financial  analysis  are  discussed.^ 


2 

"Management  of  Contract  Finance  Policy," 
Task  76-10,  January  1977,  Appendix  C. 


Logistics  Management  Institute, 
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The  Directorate's  analytical  needs  focus  on  the  impact  of  contract  financing  changes.  The 
system  can  assist  in  this  effort.  With  PROFORMA,  THE  effects  of  changes  in  funds  flow 
can  be  simulated  for  selected  contractors. 

The  Directorate  also  answers  questions  from  others  in  the  Office  of  the  Secretary  of 
Defense  regarding  the  effects  of  finance  policy  changes  upon  major  defense  contractors. 
The  system  could  provide  data  on  the  contractors'  current  financial  positions  and,  with 
PROFORMA,  simulate  the  effects  of  such  changes.  Similarly,  MILDEP  procuring 
commands  could  estimate  the  financial  effects  of  changes  in  contract  finance  policy  on 
their  major  contractors. 
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V,  SYSTEM  IMPLEMENTATION  PLAN 


To  make  FINANDAS  available  for  DoD  use,  several  implementation  tasks  must  be 
accomplished.  This  section  identifies  these  essential  tasks  and  indicates  the  effort 
involved  in  each  one.  In  order  of  importance,  the  tasks  are  as  follows; 

Develop  a users'  manuaL 

Provide  for  user  access  to  the  system. 

Develop  and  conduct  a training  program  for  users. 

Maintain  the  system. 

Appoint  a System  Monitor  to  support  it. 

Identify  future  enhancements. 

These  tasks  are  discussed  in  the  following  paragraphs  with  our  suggestions  for 
accomplishing  them. 

USERS'  MANUAL 

A manual  should  be  developed  which  describes  FINANDAS,  shows  what  output  can  be 
obtained,  and  provides  instructions  for  getting  the  desired  results.^  The  following 
contents  are  suggested; 

- General  Information 

General  description  of  the  system 

Use  of  the  system  in  the  procurement  function 

Main  components  of  system  structure 

Access  to  the  system 

Use  of  the  System  Monitor 


■I’lt  is  recommended  that  the  Users'  Manual  be  loose-leaf  and  that  procedures  be 
established  to  assure  that  it  is  promptly  updated  for  system  changes. 
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System  Output  and  Interpretation 


Descriptions  of  the  output  reports  available  (see  Section  HI)  and  information  on 
interpretation. 

- Sign  On/Off 

Procedure  for  signing  on  (and  off)  the  G.E.  computer  network  for  use  of  the 
system. 

- Descriptions  of  the  FIN  AND  AS  Routines 

One  section  for  each  routine,  describing  what  it  is,  how  it  is  used,  and  what  can 
be  done  with  it. 

- List  of  Companies  in  Data  Bank 

List  of  the  companies  and  their  stock  ticker  symbols  used  to  access  the  company 
data. 

For  those  managing  the  system,  sections  should  be  included  on: 

- System  Monitor 

Identification  of  responsibilities  (see  "System  Monitor"  below). 

- System  Files 

Description  of  the  system  files  and  procedures  for  updating  them. 

- Administrative  Routines 

Explanation  of  their  use. 

USER  ACCESS 

User  access  to  FIN  AND  AS  must  be  established  by  coordination  with  representatives 
of  the  G.E.  computing  network.  Two  steps  have  to  be  taken; 

1.  A series  of  user  numbers  in  the  G.E.  MAP  Catalog  must  be  obtained. 

2.  The  user  numbers  must  be  validated  for  the  Compustat  data  bank. 

The  obtaining  of  user  numbers  could  be  the  responsibility  of  each  user,  but  the 
process  could  be  simplified  by  letting  a single  DoD  component  coordinate  the  effort.  The 
Air  Force  Systems  Command  (AFSC)  presently  is  coordinating  the  usage  of  the  G.E. 
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network;  they  are  thus  well  equipped  to  provide  user  access  to  FINANDAS.  Users  could 
simply  get  a pre-assigned  number  from  the  AFSC. 

The  validation  of  the  user  numbers  for  access  to  the  Compustat  Data  also  could  be 
coordinated  through  the  AFSC. 

TRAINING  PROGRAM 


In  launching  a new  system,  it  is  important  to  provide  for  user  training.  Although  a 
financially-oriented  person  should  be  able  to  use  FINANDAS  with  the  help  of  the  Users' 
Manual  alone,  a good  training  program  will  probably  be  necessary  to  stimulate  usage  and 
reduce  apprehension. 

Furthermore,  a training  program  to  introduce  the  system  will  bring  together 
financial  analysts  from  various  organizations  within  DoD.  The  program  can  then  be  a 
vehicle  to  improve  the  technical  skills  of  these  analysts,  and  to  discuss  the  current 
problems  and  issues  of  DoD  financial  analysis. 

We  suggest  that  the  training  program  be  a four-day  session  with  the  following 
allocation  of  time  by  topic: 

- Instruction  on  use  of  the  system  - 6 hours 

- Introduction  to  computers  and  time-sharing  terminals  - 3 hours 

- Hands-on  utilization  of  the  system  ' - 8 hours 

- Instruction  in  financial  analysis  methods  - 3 hours 


Discussion  of  ASPR  and  current  problems  in  financial 
analysis 

Financial  analysis  case  studies  (analysis  using  system 
output,  and  presentations  of  results) 


4 hours 


8 hours 

Ideally,  the  training  program  will  not  treat  each  topic  separately.  It  will  instead 
cover  the  topics  in  an  integrated  fashion,  using  the  system  and  its  output  as  the  main 
vehicles  for  conducting  the  training. 

We  suggest  that  this  training  program  be  presented  in  several  metropolitan  centers 
around  the  country  to  make  it  easy  for  analysts  to  attend. 
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SYSTEM  MAINTENANCE 


To  keep  FINANDAS  functioning  well,  system  maintenance  is  extremely  important. 
It  requires  two  basic  tasks. 

One  task  is  the  updating  of  the  data  bank.  The  corporate  annual  data  will  be 
regularly  updated  by  the  G.E.  MAP  Services,  but  other  data  files  will  require  special 
procedures.  The  quarterly  and  line  of  business  data  must  be  periodically  reloaded  from 
updated  tapes  supplied  by  Compustat,  using  special  routines.  The  DoD  contract  data  must 
be  reloaded  annually. 

The  other  important  system  maintenance  task  is  user  interface.  Users  must  be  able 
to  obtain  assistance.  Such  assistance  is  necessary  for;  getting  started,  providing  answers 
to  questions,  resolving  problems,  and,  if  necessary,  correcting  system  errors.  Maintenance 
of  the  Users’  Manual  is  another  essential  user  interface  function. 

To  fulfill  the  ongoing  needs  of  system  maintenance,  we  suggest  that  a System 
Monitor  be  appointed.  The  role  and  responsibilities  of  the  System  Monitor  are  described 
below. 

SYSTEM  MONITOR 

The  System  Monitor  will  be  a key  functionary  in  the  operation  of  FINANDAS.  The 
Monitor  should  interface  with  five  types  of  organizations  as  follows; 

(1)  Users 

The  System  Monitor  should  assist  users  by 

- Maintaining  the  user  validation  file 

- Maintaining  the  Users’  Manual 

- Updating  the  system  title  file  with  important  messages  to  users 

- Maintaining  other  program  files  to  ensure  satisfactory  operation 

- Answering  user  questions  promptly. 

(2)  AFSC 

The  System  Monitor  should  cooperate  with  the  AFSC,  assuring  their 

participation,  maintaining  user  access  and  issuing  new  user  numbers. 
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(3) 


G.E.  network  sales  representatives 

The  System  Monitor  should  maintain  contact  with  appropriate  G.E.  sales 
representatives  to  provide  local  field  support  for  users  on  the  G.E.  network. 

(4)  G.E.  technical  gp:oups 

The  System  Monitor  should  coordinate  the  maintenance  of  the  system  and  its 
data  bank  with  the  various  G.E.  technical  groups,  including  MAP  Services. 

(5)  DoD  contract  data  sources 

The  System  Monitor  should  maintain  contact  with  the  DoD  sources  of  contract 
data  for  annual  updating. 

FUTURE  ENHANCEMENTS 

As  a system  begins  to  be  used  by  a variety  of  analysts,  ideas  for  improvements  are 
generated.  It  is  important  to  collect  and  evaluate  these  ideas  and  develop  them  into 
proposals  for  implementation. 

To  begin  the  list  of  future  enhancements,  we  offer  several  ideas  that  come  to  mind 
during  the  system  design  but  were  were  not  practical  to  implement  initially: 

- Expand  the  data  bank  with  more  companies  and  more  detail  on  DoD  contracts 

- Develop  the  capability  to  create  an  industry  composite  for  comparison  with  a 
given  company 

Develop  and  implement  a telephone-oriented  retrieval  and  analysis  program 

- Develop  the  capability  for  user  specification  of  special  analysis 

- Update  and  improve  the  prediction  of  bankruptcy  and  contract  failures 

- Provide  for  expansion  of  existing  user-created  data  files. 
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APPENDIX  A.  SAMPLE  REPORTS 


The  sample  reports  in  this  appendix  have  been  prepared  for  selected  companies  to 
demonstrate  FINANDAS  capabilities.  They  should  not  be  used  for  analysis.  The  reports 
included  are  as  follows: 


Page 


Header  P^e  A-  2 

Annual  Financial  Footnotes  A-  3 

Balance  Sheet  A-  4 

Income  &.  Retained  Earnings  Statement  A-  5 

Changes  in  Working  Capital  A-  6 

Restated  & Supplementary  Data  A-  7 

Annual  Ratios  A-  8 

Relative  Balance  Sheet  A-  9 

Relative  Income  Statement  A-10 

Line  of  Business  Data  A- 11 

Quarterly  Data  A- 12 

Forecasting  Factors  A-13 

Projection  Assumptions  A- 14 

User  Projected  Balance  Sheet  A- 15 

User  Projected  Income  & Retained  Earnings  Statement  A-16 
User  Projected  Changes  in  Working  Capital  A- 17 

User  Projected  Annual  Ratios  A-18 

User  Projected  Relative  Balance  Sheet  A-19 

User  Projected  Relative  Income  Statement  A-20 
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NORTHROP  CORP 
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BASED  ON  COMPUSTAT  DATA 


ANALYZED  BY 
ON  {DATE) 

RE  CONTRACT/ I F3  NO. 


ANALYST-»S  SU/^ARY  i CONCLUSIONS* 
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CUNTRACTOR  FINANCIAL  QATA  RETRIEVAL  A ANALYSIS  SYSTEJ4 


ANNUAL  FINANCIAL  F(3<3TNC3lHS  OF  NORTHROP  C3RP 


INJU5TRY«  AEROSPACE 


OAlA  ITcM 

YEARS 

FOOTNOTE 

COST  OF  SALES 
INVESTMENT  TAXCHEDIT 

7h-75 

71-75 

REDUCED  BY  DEPRECIATION— ALLOCATED  TO  SC 
aiMPUTED  USING  FLOW- THROUGH  METHOD 

d A 

EPS  PRIMARY 

71-75 

71-75 

EAR11ING/SHARE  BASED  ON  COMMON  STOCK  EQUIVALENT 
INC.EQUITY  EARNINGS  NO;4-CONSOLIDATED  SUBSIDIARY 

NET  PLAi4T 

OTHER  CURRENT  LIAB. 
TOTAL  SOURCES 
NET  SALES 

INCOME  DC FORE  EXTRAS 
FORKING  capital 

Inventor  I methoo(S) 

71-75 

71-75 

71-75 

71 

71 

71 

74 

75 

COMBINATION  OF  ACCELERATED  AND  STR.-LINE 
INCLUDES  DEFERRED- TAXES 
SOURCES  OF  CASH  ONLY 

CHECK  RESTATED  DaTa  F<3R  MATERIAL  CHANGES 
'CHECK  RESTATED  DATA  FOR  MATERIAL  CHANCES' 
CHECK  RESTATED  DATA  R3R  MATERIAL  CHANCES 

fifo/avg  cost/ 
fifo/avg  cost/ 

METHODS 
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CQNTSaCTuS  financial  data  fJ£TRI£VAL  d ANALYSIS  3YSTE-.1 


SALAiNCs  SHEET  OF  LOCKHEED  AIkCKAFT  C3RF 


INDUSTRYt  aerospace 

DATA 

PRINTED 

IN»  MILLIONS 

MONTH  fiscal  YR  ENDS 

DEC 

DEC 

DEC 

DEC 

DEC 

FISCAL  YEAR 

1971 

1972 

1973 

1974 

1975 

TRENDS 

ASSETS 

CASH  & equivalents 

101.7 

89.0 

76.1 

122.2 

53.3 

-7.7S 

accounts  RECEIVAoLE 

181.5 

i74;9 

170.0 

174.9 

209.8 

2.9S 

inventories 

851  .4 

1065.8 

1291.3 

S92.  5 

337.5 

-16. IS 

OTHER  CURRENT  ASSETS 

30.4 

31.5 

25.3 

88. 1 

110.3 

43. 5S 

TOTAL  CURRENT  ASSETS 

1165. 1 

1361.2 

1 563.2 

12.77,7 

766. A 

-8.6S 

GROSS  PLy^T 

660.5 

661  .6 

707.8 

709.1 

732.6 

2.8SS 

ACC*J;4  • D£r  REC  L^TI  ijN 

360.9 

393.3 

429.1 

451 .2 

47o.6 

7.2SS 

NET  PLAIT  ♦ 

299.5 

267. B 

278.7 

257.9 

256.0 

-3.5SN 

INVESTMENTS 

1.5 

1 .4 

1.7  . 

-0.0 

-0.0 

-O.OS 

INTANGIBLES 

0. 

0. 

0. 

0. 

0. 

-O.OS 

OTHER  ASSsiS 

5.1 

1 .8 

. 10.9 

98.5 

551 .0 

230.1  S3 

TOTAL  ASSETS 

1471 .2 

1632.2 

1854.5 

1634.1 

1573.4 

1 .4S 

LIABILITIES  A EQUITY 

ACCOUNTS  payable 

187.5 

229.2 

233.5 

260.3 

220.4 

4.6S 

MATURING  NOTES  ADE3T 

0. 

0. 

16.6 

16.5 

18.4 

-O.OS 

INCOME  TAKES  PAYABLE 

1 .3 

0.6 

1.0 

5.8 

7.1 

74. IS 

OTHER  CURREIT  LIAB.  » 

324.7 

375.3 

467. 1 

492.3 

423.5 

8.4S 

TOTAL  CURRENT  LlAB. 

513.5 

605.2 

713.1 

775.9 

669.4 

8. IS 

LONG  TERM  DEBT 

707.5 

760.6 

853.2 

831.7 

813.0 

3.7S 

OTHER  L-T  LIAB. 

0. 

0. 

0. 

0. 

15.7 

-O.OS 

TOTAi.  liabilities 

1221.0 

1365.8 

1571.3 

1607.6 

1498.1 

5.9S 

MINORITY  TTERE3T3 

0. 

0. 

0. 

0. 

0. 

-O.OS 

PREFERRED  SpCK 

0. 

0. 

0. 

0. 

0. 

-O.OS 

CO.'iuaO*^ 

11.4 

1 1 

11.4 

1 1 .4 

1 1 .4 

0.  ISS 

capital  SURPLUS 

79.0 

79.0 

79.0 

79.0 

32.5 

• C.9SS 

RETAINED  EARNINGS  ' 

159.8 

176.0 

192.8 

-63.9 

-13.6 

-O.OS 

SHAREHOLDERS  EQUITY 

250.2 

266.4. 

283.2 

26.5 

75.3 

-37. 6S 

TOTAL  LIAB.  A EQUITY 

1471 .2 

1632.2 

W W M M M IB 

1854.5 

1634.1 

1573.4 

1 .4S 

WORKING  CAPITAL 

651 .6 

756.0 

845.1 

501.8 

97.0 

-34. 4S 

LONG  TERM  CAPITAL 

957.7 

1027.0 

1136.5 

858.2 

338.3 

-3.2S 

TANGIdLE  NET  WORTH 

250.2 

266.4 

283.2 

26.5 

75.3 

-37. 6S 

* SEE  FOCTNOTE  REHOST  FCR  ACCOUNTING  .’METHODS  AND  CHANGES 
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INCOME  4 RETAIN 
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STA 
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ED  aircraft  ajRP 

INDUSTRY!  AEROSPACE 

DATA 

PRINTED 
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DEC 
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DEC 

FISCAL  year 

1 971 

1972 
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1 974 

iv75 

TRENDS 

I NCOME 

Ni£T  SALES 

2b!52.4 

2472.7 

2756.6 

3279. 1 

3387.2 

6.5X 

COST  OF  SALES  » 

2745.6 

2356.5 

2629.5 

2872.2 

2961 . 1 

3.6:: 

GROSS  INCOME 

106.3 

1 1 6.3 

127.3 

406.9 

426.  1 

49.5XP 

SELLINGf  oEH  6k,  Alim  IN 

0.0 

0.0 

-0.0 

238.0 

239.0 

-0.055 

DEPRECIATION 

54.6 

47.5 

45.2 

42.4 

39.8 

-7.2%S 

operating  income 

52.2 

68,5 

32.  1 

126.5 

147.3 

30.555P 

INTEREST  EXPENSE 

33.3 

47.5 

-69.3 

102.7 

67.5 

24. 

SPECIAL  ITE.v<S^ 

0. 

0. 

0. 

0. 

0. 

-0.055 

OTHER  INCOME/-EXP 

6.4, 

6.7 

6.3 

M . 1 

1 0.4 

15.755 

INCOME  BEFORE  TAX 

25.4 

21.1 

19.6 

34,9 

90.2 

31.9% 

INCOME  TAXES 

13.  a 

14,7 

5.  5 

11,7 

44.9 

23.8% 

MINORITY  INTERESTS 

0. 

0, 

0. 

0. 

0, 

-0.C55 

INCOME  BEFORE  EXTRAS 

1 1.6 

13.0 

14.  1 

23.2 

45.3 

39. IXP 

extraordinary  items 

3.6 

3.2 

2.7 

0. 

0. 

-o.ox 

NET  INCOME/— Loss 

1 5.4 

16,2 

16.3 

23.2 

45.3 

2S.6SP 

retained  Earnings 

beginning  BALANCE 

144.4 

159,3 

176.0 

192.3 

-63.9 

-0.055 

R ESTATE 

0. 

0. 

0. 

-279.9 

0. 

-0.0% 

AS  RESTATED 

144,4 

159.8 

176.0 

-87.  1 

-63.9 

-O.C% 

PLUS  NET  INC/-LOSS 

1 5.4  * 

16.2 

1 6.8 

23.2 

45.3 

28. 6SP 

LESS  DIVIDENDS 

0. 

0. 

0. 

0. 

0. 

-0.025 

OTHER  CHANCES 

0.0 

-0.0 

0.0 

-0.0 

0. 

-0.025 

ENDING  BALANCE 

159.8 

176.0 

192.8 

-63.9 

-18.6 

-0.025 

I NCREASE/-UECREASE 

15.4 

16.2 

1 6.6 

23.2 

45.3 

28.625P 

* S£i  r(X}TNOTE  RSyoRT  FOR  ACCOUNTING  .vErriODS  A GiANCcS 
DATA  aJUHCE*  INVESTORS  MAHACcMENT  SCIENCES,  INC.  UTSST  DATA  YEAR  FINAL 
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CaSTRACTUS  rlrUi.'ClAL  UATA  R£TRI=VAL  I AfULYSIS  SYSTEM 


II  JAII  77  ?4 


CH.^iiGcS  IN  NOHKiNu  CAPITAL  OF  NORTHROP  CORP 


INuU5TK^»  AcJ?C)SPaCE 

DATA 

PRINTED 

IN*  THOUSANDS 

month  fiscal  yr  Enos 

DEC 

DEC 

DEC 

DEC 

DEC 

fiscal  year 

1 V7l 

1972 

1973 

I 974 

1975 

TRENDS 

sources 

INCOME  BEFORE  EXTRAS* 

14077. 

1 1 1 36. 

1 1606. 

16136. 

24732. 

I7.5X 

DEPkECI  Ai-IOti 

10eJV7. 

1 1670. 

12173. 

129 14, 

14642. 

7.2XS 

orriHR  OPNS  SOURCES 

•707^. 

-664. 

3466. 

1 0603 . 

81  13. 

-0.0% 

TOTAL  FROM  OPNS 

1 7H  vS , 

22)42. 

27247. 

41653. 

47487. 

29.5%? 

SALE  OF  PLANT,  ETC. 

15B4. 

312. 

434  . 

3162. 

2851  . 

29.7% 

SALE  OF  STOCK 

12. 

36. 

13. 

33. 

3224. 

203.4% 

NEN  Long  term  debt 

-0. 

61)0. 

4322. 

6381  . 

8865. 

lo.  2%S 

UTflEH  SOURCES 

1 1 VQ36. 

64574  • 

46209. 

119220. 

68256. 

-4.9% 

TOTAL  sources  * 

,133477. 

93674. 

76775. 

172449, 

130663. 

5.  1% 

applications 

DIVIDENDS 

SI4I  .. 

4588. 

4243. 

5373. 

6515. 

6.5% 

CAPITAL  cXPENUlTUKES 

1 IVOZ. 

16242. 

12676. 

32006. 

250  74-. 

24.2% 

I i4VcSTt*lEi4 

-0. 

-0. 

—0 . 

24416. 

-0. 

-0.0% 

DEET  M PURITIES 

126773. 

6671  . 

17350. 

25050. 

- 4C16. 

-42.8% 

treasury  stock  purch 

4367. 

9373. 

3606. 

4200. 

313. 

-46.5% 

OLHER  APPLICATIONS 

5670. 

61387. 

364  52. 

79151 . 

100189. 

62 . 0% 

TOTAL  APPLICATIONS 

154353. 

yb76l . 

74329. 

170198. 

1361 12. 

3.0% 

NET  INCREASE/-UECR 

-1 5331 . 

-5067. 

4446. 

2251  . 

-5429. 

-0.0% 

mmwmm  mm  x 

mmwmum  ■ 

naaama 

summary  of  changes 

CASH  4. EQUIVALENTS 

-I  5332. 

-11336. 

4446. 

26667. 

-3327. 

-0.0% 

accounts  receivable 

-2V7V7. 

-74570. 

27233. 

-19692. 

22964. 

-0.0% 

INVENTORIES 

-76154. 

12875. 

5452. 

2I0I9. 

1 2657. 

-0.0% 

OTHER  CURRENT  ASSETS 

2302. 

-5010. 

- 1 1 08  . 

202. 

-344. 

-0.0% 

CUR  ASSET  InCR/— DECR 

-1  1 V030. 

-73042. 

36023. 

281 96. 

31670. 

1 

o 

. 

accounts  payable 

7iy. 

1 5640. 

-27602. 

5421  . 

-223. 

-0.0% 

MATuR INC  NOTHS&DEBT 

-7b 1 50* 

-61212. 

8040. 

-18328. 

-2095. 

-0.0% 

INCOME  TAXES  PAYABLE 

3230. 

-4066. 

-3767. 

-425 . 

16440. 

-0.0% 

OTHER  CURRENT  LIAS.  * 

2057. 

-3600. 

61495. 

42002. 

-799. 

-0.0% 

CUR  LIAS.  INCR/-DECR 

-721 44. 

-53258. 

381  66. 

28670. 

1 5323. 

-0.0% 

DUE  TO  RESTATEMENT 

31005. 

1 96V7. 

6569. 

2725. 

-21776. 

-0.0% 

NET  LNCHEASE/-DECR 

—1 5d31 • 

-5067.- 

4446. 

2251  . 

-54  29. 

-0.0% 

mmmm  a=n 

aiasanra 

sxaatssat 

maaaaa 

usaKsafs 

CASn  FLON 

I73VI . 

21717. 

26306. 

4124]  . 

47201  . 

30.2%? 

» SHE  FOOTNOTE  REPORT  FOR  ACaiUNTINC  METH0U5  ANO  CHANCES 

DATA  soukcej  Investors  .aanagcmEnt  sciences,  inc.  latest  data  year  final 
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CONTSACTOS  FI><AN'CIAL  data  SETHIEVAL  &.  Ai'iALYSIS  SYSTEM 


I I JAN  77  P 5 


RESTATED  i SUPPLE-'CNTARY  DATA  a?  NORTHROP  CORP 


INDUSTRY « AEROSPACE  DATA  PRINTED  IN:  THOUSANDS 


MON  in  fiscal  YR  ENCS 

DEC 

DEC 

DEC 

DEC 

DEC 

FISCAL  YEAR 

! V7! 

I 972 

1973 

1974 

1 975 

TRENDS 

NET  SALES 

AS  RESTATED 

573V 43. 

573749. 

698967. 

853293. 

988123. 

16.0%P 

AS  FIRST  REPORTED  * 

. 605077. 

573749. 

698967. 

853293. 

988123. 

14.3%P 

PERCENi  uIFFEREliCE 

-5  • 

0. 

0. 

0. 

0. 

1 .0 

INCOME  BEFORE  EXTRAS 

AS  RESTATED 

10995. 

11136. 

1 1608. 

13136. 

24732. 

23.52iP 

AS  FIRST  REPORicD  * 

14077. 

1 1 1 36 . 

11608. 

1 81 36. 

24732. 

17.5% 

PERCENT  DIFFERENCE 

-22. 

0. 

0. 

0. 

0. 

4.4 

WORKING  CAPITAL 

AS  RESTATED 

1 14S57. 

100120. 

97977. 

97503. 

1 13850. 

-0.4% 

AS  FIRST  REPORTED  » 

I24V04. 

100120. 

97977. 

97503. 

113350. 

-2.1% 

PERCENi  UlFrcRENCE 

0. 

0. 

0. 

0. 

1.6 

TOTAL  ASSETS 

AS  RESTATED 

-0. 

HD. 

^*0. 

HD. 

HD. 

-O.C% 

AS  FIRST  REPORTED 

40993!  . 

347173. 

380493. 

424029. 

464197. 

4.6% 

PERCENT  DIFFERENCE 

-0. 

—0. 

•0  • 

HD  . 

HD. 

-0.0 

supplsmSiTary  data 

COMMON  STOC5C  PRICE: 

YEAR  HIGK(ADJ) 

2o.750 

27.500 

26.625 

27.375 

24.625 

-0.3 

YEAR  LOK(AUJ) 

16.500 

21.250 

14.000 

15.500 

1 4.875 

-0.9 

MKT  value  equity 

109347. 

101617. 

75754 • 

95317. 

125830. 

2.2% 

EMPLOYEESCTHOJSAI^lS  ) 

13. 

22. 

25 . 

26. 

23. 

1 1.4% 

ORDER  BACKLOG 

6I9I3V. 

766600. 

1 165500. 

1 122900. 

1 1662 OC. 

17.9%? 

DEBT  MArURINC  2YRS 

'^O. 

—0. 

HD. 

3466. 

4791  . 

-0.0% 

3YRS 

-0. 

HD. 

HD. 

4538. 

4729. 

-o.c% 

4YRS- 

-0. 

• 

H). 

4530. 

4292. 

-0.0% 

5YRS 

-0. 

-0. 

HD. 

4163. 

3oV6  • 

-0.0% 

*■  SEE  FaJTNOTS  REPORT  FOR  ACCOUfiTINU  METHODS  4 CHANCES 


UATA  source  I INVESTORS  ;iANACEMENT  SCIENCES,  INC. LATEST  DATA  YE.*iR  FI'.'AL 
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CCX''«  AC  1 CJR  rltiAi'iClAL  L)AiA  WiiRIi/AL  ^ Ai^ALYoIS  SYSi— -M 


1 I JAi^  77  ?6 


AWf.UAL  Ratios  for  a*nalysis  of  Northrop  orp 


litUuSTRY*  AEROSPACE  DATA  PR  INTED  IN  PERCENTS* 


•vlONTrt  fiscal  YR  ends 

UEC 

DEC 

DEC 

DEC 

DEC 

FISCAL  t£Art 

1^71 

1972 

1973 

1974 

1975 

TREI'UjS 

FEPFOHAlAi'iCE 

IiiCOMcy'AVG  tQUITY 

V.  I 

7.2 

7.6 

1 1.3 

14.2 

1.4 

IiK:omE/5AL£5 

2.3 

1.9 

1.7 

2.  1 

2.5 

0.  1 

INC  dll/AVG  capital 

I 4.2 

11.5 

12.9 

17.5 

23.7 

2.5  P 

INC  3 IT/ASSETS 

z 

3.  V 

7.6 

7.5 

9.  1 

12.0 

0.  a 

RET  EARjt/ ASSETS 

z 

27.3 

30.9 

29.3 

28.3 

29.4 

0.2 

sales/assets 

z 

147.6 

165.3 

183.7 

20  1.2 

212.9 

16.6  ? 

SALES/AVU  EQUITY 

* 390.7 

371.7 

454.  8 

533.7 

565. 5 

51.2  P 

SALES/KORKING  CAP. 

464.4 

573.  I 

713.4 

875.  1 

867.9 

106.9  P 

SALES/NET  PLANT 

705.4 

614.5 

743.5 

730.6 

645.3 

44.6  P 

APPROX.  h/E  RATIO 

R 

6.9 

a. 2 

5.  6 

4.8 

4.5 

-0.6  u 

CAPITALIZATION 


L-T  DEST/EQUITY 

49.3  ' 

43.0 

3v.C 

36.0 

34.5 

-4.2  P 

LlAo. /EQUITY 

161.2 

125.7 

144.6 

1 58.3 

150.5 

0.3 

L~r  uE5T/L—T  Capital 

33.0 

32.4 

28.C 

26.5 

25.6 

-2.  1 P 

MKT  EQUIiY/ToT  uEoT  Z 

70.7 

1 14.2 

39.  4 

147.  1 

186.2 

26.4  p 

LIQoIDIi'Y 

CURRENT  RATIO 

I7I.  I 

lo  I .0 

16  I.G 

151.5 

1 55. 7 

-6.  1 

ACIu  icSi 

1 12.5 

91.3 

39.3 

79.5 

83.  1 

-7.  1 N 

DAYS  RECEIVABLES  R 

106.3 

64.7 

67.3 

46.7 

4o.  8 

-13.3  ? 

receiva3LEs/\-.‘ork  cap 

141. 1 

101.5 

I3I.5 

112.0 

116.  1 

-4.0 

INVENTORY  TURNS  R 

6.4 

5.4 

5.4 

5. 5 

5.7 

-0.  1 

INVEi^TORIES/WORK  CAP 

72.  I 

102.8 

1 10.6 

132.7 

125.0 

13.6  N 

DAYS  PAYA3LES  R 

34.3 

45.6 

22.6 

20.7 

18.2 

-5.7. 

WORKING  CAP/ASSciS  Z 

.30.5 

2B.8 

25. 8 

23.0 

24.5 

-1.8  N‘ 

L-T  uEoT/NORKING  CAP 

62.0 

72.8 

61.9 

60.6 

56.  1 

-2.4 

CSH  FLO/roT  LI A3 

6.  9 

I I . I 

11.9 

1 5.9 

1 6.9 

2.5  P 

COVERAGE 

InC  3II/I:i'TEEEST 

509. 9 

451.3 

340.6 

769.6 

921.0 

114.0 

CSH  FLO/U5i  MAT+C.E. 

12.5 

94.8 

89.  3 

72.3 

162.3 

27.*7  P 

OYckALL  STREi^JTH 

Z-  SCORE  TOTAL  Z 

2.94 

3.37 

3.34 

3.56 

4.35 

0.3  ? 

* EXCEPT  rt'hERE  MASKED 

R(fiATlO>  Ofi 

z-sco;^E 

TOTAL 

Z *HcSE  a5E  inE  COnPOf+EifTS  ii.  TcTALS  OF  THE 

. Z SOJkE 

-SEE  4AiJyAL 

RJR  EXPLaJJATION 

SEE  RELaIIVE  STAiEMEiiT  AiND 

RELATIVE 

BALAi^CE 

SHEET  FOR  OTiirt  KEY 

RATIOS 

* SEE  rOOuJOTE  REPORT 

FOR  A easy  III 

INC  i'ET'HU 

DS  AND  chances 

uATA  source ( I NVESiOhS  i 

INC.  LATE 

S7  DAT  A YEaP 

F In  aL 
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COi-ilSACTUS  FINANCIAL  DaTA  P.ETH  ISVAL  I ANALYSIS  SYSTH.V 
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hiELaT  ive 

bAUNCE 

SHEET  Or 

UNITED  tec; 

HNU LOGIES 

CORP 

INUUSTRY:  AEROSPACE 

DATA 

ARE  PERCEIiT  Or  TOTAL 

ASSETS 

MONTH  FISCAL  YR  EiiDS 

UEC 

DEC 

DEC 

DEC 

DEC 

fiscal  year 

1 v7l 

1972 

1973 

1974 

,1975 

TRENDS 

A5SHT5 

CASH  i ECUIVaLENTS 

4,7 

4.9 

6.4 

3.6 

7.5 

0.9  p 

ACCOUi'.TS  RECEIVABLE 

40.2 

35.6 

34.0 

25.2 

27.5 

-3.6  S 

INVENTORIES 

25.2 

28.4 

29.8 

36.6 

33.3 

2.5  S 

OTHER  CURRENT  ASSETS 

0. 

0. 

0. 

0. 

3.3 

0.7 

TOTAL  CURRENT  ASSETS 

70.  1 

68.9 

70.2 

70.5 

72.  I 

0.6 

GROSS  PLAi'fT  • • 

66.4 

75.0 

73.7 

67.9 

59.8 

-2.0 

ACCUM.  DEPRECIATION 

44.  1 

53.3 

54.7 

45.5 

36.2 

-2.4 

NET  PUNT  * 

22.3 

21.2 

19.  I 

22.4 

23.6 

0.4 

INVESTMENTS 

7.0 

9.5 

10.0 

6.  I 

3.7 

-1.0 

INTANGIBLES 

0. 

0. 

*0. 

0. 

0. 

0.  s 

OTHER  ASSETS 

0.6 

0.4 

0.7 

I.O 

0.6 

0.  1 

total  assets 

lOO.'O 

100.0 

100.0 

100.0 

100.6 

0.  s 

mxatiwemmm 

aaaasas 

LIABILITIES  A EQUITY 

ACCOUNTS  PAYABLE 

6.0 

8,5 

9.6 

10.6 

10.6 

I . i s 

MATURING  NOTES  ADE3T 

!d.3 

0.4 

0.4 

4.0 

3.  i 

-2.7 

INCOME  TAXES  PAYABLE 

0. 

I. 3 

1.9 

3.9 

2. 1 

0.6 

OTHER  CURREin’  LlAB. 

22.4 

26.7 

26.9 

21.9 

17.7 

-1.4 

TOTAL  CURRENT  LIAB. 

46.7 

37.3 

38.7 

40.3 

33.5 

-2.4 

LONG  term  debt 

i 6.4 

16.3 

16.8 

I 1.6 

2D. 6 

0.8 

OTHER  L-T  LIAB. 

0.7 

0.6 

0.5 

0.4 

2.0 

0.2 

TOTAL  LIABILITIES 

63.3 

56.3 

56.0 

52.3 

59.0 

-1.3 

minority  interests 

0. 

0. 

0. 

0. 

5.5 

1 . i 

preferred  stock 

0. 

0. 

0. 

1 4.  1 

9.7 

3.3 

common  stock 

i 5»3 

17.6 

1 5.3 

1 1 .0 

8.0 

-2.  1 S 

CAPITAL  SURPLUS 

-0.0 

0. 

0. 

0.0 

0.0 

0.0  S 

RETAINED  EARNINGS 

20.9 

• 26.2 

28.2 

22.6 

17.3 

-1.0 

SHAREHOLDERS  EQUITY 

36,2 

43.7 

44.0 

47.7 

35. 5 

0.2 

TOTAL  LIAB.  A EQUITY 

100.0 

100.0 

100.0 

100.0 

100.0 

0.  S 

aaaxssa 

aaasaaa 

aaasasa 

aaas  saaat 

WORKING  capital 

23.4 

31.5 

31.5 

30.2 

38.6 

'2.9  P 

LONG  TERM  CAPITAL 

52.6 

62. 1 

60.  S 

59.3 

64.5 

2.  1 

TAf^GIBLE  NET  WORTH 

36.2 

43.7 

44.0 

47.7 

35.5 

0.2 

» SEE  FCXJTOCTE  REPOST  FOR  ACCOUNTING-  ,^!ETHODS  AiND  CHAIi’GES 


UAIA  SOURCE:  INVESTORS  ;.LANAGE.V£NT  SCIENCES,  INC. LATEST  DATA  YEAR  FINAL 


A-9 


CU.-^TSACIOR  rUAi'iClAL  DAiA  SHIkIHVAL  & ArtALYalS  SYSTEM  II  JAN  77  Pe 

RELATIVE  INOIME  STATEMENT  OF  UNITED  TECHNOLOGIES  CORP 


h<DuSTRY«  AEROSPACE 

DATA 

ARE  PERCENT 

OF  NET  SALES 

MO.NTH  FISCAL  YH  EriDS 

DEC 

DEC 

DEC 

DEC 

DEC 

fiscal  YEAk 

I V7I 

1V72 

1 973 

I 974 

1 975 

TREIdS 

INCOME 

4'iET  SALES  ▼ 

100.0 

100.0 

100.0 

100.0 

100.0 

0.  s 

COST  Op  SALES  » 

72.5 

69.7 

70.6 

72. b 

71.5 

0.  1 

GROSS  income 

27.3 

30.3 

29.4 

27.2 

2b*  5 

-0.  I 

SELLIi'iG^  GEN  & AiJi«tIri 

27.6 

21.9 

22.0 

I S.  6 

20.0 

-i.a  s 

depreciation 

3.7 

3.7 

2.6 

2.4 

2.  1 

-0.5  s 

OPERATING  INCOME 

-3.V 

4.S 

. 

6.3 

6.3 

2.2  P 

INTEREST  EXPENSE 

I.  I 

0.7 

0.5 

0.7 

1.0 

-0.0 

SPECIAL  ITEMS 

0.  ■ 

0. 

0. 

0. 

0. 

0.  s 

OTHER  I.NCOM£/>-iX? 

o;4 

0.3 

0.3 

0.5 

C.6 

0.  1 

INCOME  dtrORE  TAX 

-4.6 

4.4 

4.6 

6.0 

6.0 

2.3 

INCOME  TAXES 

-2.4 

1.9 

2.  1 

2.9 

2.9 

1.1  S 

M I.NOH  IT  Y IN  it  RE  d 1 5 

0. 

0. 

0. 

0. 

0.  1 

0.0 

INCOME  SEFOHE  EXTRAS 

-2.2 

2.5 

2.5 

3.  1 

3.0 

1 . 1 

EXTRAORDINARY  ITEMS 

0. 

, 0. 

0. 

0. 

0. 

0.  s 

NET  INCOME/-LOSS 

-2.2 

2.5 

2.5 

3.  1 

3.0 

1 . 1 

xmmmm  msx 

**“*•*“ 

xssaisaiaBi 

RETAINED  EARNINGS 

BALAiWCc 

1 6.9 

14.4 

14.0 

10.7 

10.6 

-1  .6  N 

RESTA  ic;#iENT 

0.7 

0. 

0. 

0. 

0. 

-0.  1 

AS  RE SfAi ED 

I 7.6 

14.4 

14.0 

10.7 

10.6 

- 1 . b N 

PLUS  NEi  IHC/-LOSS 

-2.2 

2.5 

2.5 

3.  1 

3.0 

1 . 1 

LESS  UIVIDEi^US 

1.1 

1.1 

0.9 

1.3 

1.2 

0.1 

OTHER  CriAiN'GSS 

-0.0 

-0.0 

0. 

-0.2 

-0.0 

o 

• 

0 

1 

EMDINO  oALAi'tCE 

14.4 

15.3 

1 3.  6 

12.4 

12.4 

-0.7 

I nC  re  A5  E/”— D EC  re  as  E 

-3.2 

1 .4 

1.6 

1.6 

l.d 

1.0 

» SEE  pCXITNOTE  report  FOR  ACCOUNTING  /METHODS  & CHAIVGES 
uATA  SiluRCE*  INVESTORS  lAANAuEMENT  SCIENCES,  INC  .LATEST  DATA  YEAR  FINAL 
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LINE  OF  BUSINESS  DATA  CX=  A-T-O  INC 


INDUSTRY*  MACHINERY 

GENERAL  INDUSTRIAL 

DATA 

PRINTED 

IN*  THOUSANDS 

MONTH  FISCAL  YH  ENDS  DEC 

DEC 

DEC 

DEC 

DEC 

FISCAL  YEAH 

IV7I 

I972 

1973 

1974 

1975 

TRENDS 

FOREIGN 

SALES 

-0. 

-0. 

-0. 

-0. 

-o.ox 

OPERATING  INCOME 

-0. 

-0. 

-0. 

-0. 

-0. 

-o.ox 

X INCOME/SALES 

-0.00 

-0.00 

-0.00 

-0.00 

-0.00 

-0.0 

FIRE  PROTEC 

SALES 

F 9e74|. 

I063I0. 

128676. 

149763. 

170250. 

15.4XS 

OPERATING  INCOME 

4527. 

6754. 

8^77. 

94  52. 

6774. 

12.  IX 

X INCOME/SALES 

4.53 

6.35 

6.43  ' 

6.3) 

3.98 

-0.1 

FLUID  CONTR 

SALES 

20466. 

1 9294. 

23722. 

23394. 

23716. 

7.  ox 

operating  INCOME 

1212. 

155. 

566. 

1556. 

-688. 

-O.OX 

X INCOME/SALES 

5.92 

0.60 

2.39 

5.43 

-2.90 

-1.3 

INDL  EQUIP 

SALES 

119690. 

I 27995. 

143122. 

148063. 

154310. 

6.6X 

OPERATING  INCOME 

7215. 

9007. 

5953. 

7190. 

1 1648.* 

7.6X 

X INCOHE/SALES 

6.03 

7.04. 

4.02 

4.36 

7.55 

0.  1 

ELEC-ELECTR 

SALES 

33330. 

332 13. 

35304. 

41380. 

53746. 

12.6X5 

OPERATING  INCOME 

1661  • 

2069. 

2493. 

3342. 

5431. 

32.8X5 

X INCOME/ SALES 

5.04 

6.29 

6.96 

7.98 

10.20 

1.2  P 

RECaEATlON 

SALES 

-0. 

-0. 

-0. 

-0. 

79762. 

-O.OX 

OPERATING  INCOME 

-0. 

-0. 

-0. 

-0. 

371. 

-o.ox 

X INCOUE/SALES 

-0.00 

-0.00 

-0.00 

-0.00 

0.47 

-0.0 

recreation 

SALES 

59234., 

66131. 

63199. 

75726. 

-0. 

■ a.cxs 

OPERATING  INCOME 

I799. 

2450. 

637. 

-506. 

-0. 

3.CXS 

X income/sales 

3*i04 

3.70 

0.93 

-0.67 

-0.00 

-1.4  S 

OTHER 

SALES 

26239. 

28625. 

31233. 

31944. 

-0. 

7.0XS 

operating  INCOME 

-2624. 

-3925. 

1791  . 

1279. 

-0. 

7.CXS 

X INCOME/SALES 

-I0.76 

-13.7! 

5.73 

4.00 

-0.00 

6.4  p 

TOTALS 

SALES 

357700. 

33)618. 

435758. 

475775. 

43  0432. 

8.4XS 

OPERATING  INCOME 

16956. 

20647. 

26736. 

34495. 

32532. 

I9.9XS 

XINC/ SALES 

4.74 

5.4) 

6.14 

7.25 

6.77 

0.6  P 

DEFENSE  BUSINESS 

OOO  CONTRACT  ANARDS 

-0. 

-0* 

-0. 

-0. 

43503. 

-O.OX 

FOOTNOTES*  CODE 

DEFINITION 

A THIS  PRODUCT  CATEGORY  NOT  CONSOL.  IN  FINANCIAL  STATEMENTS 
B OPERATING  INCOME  IS  AFTER  TAXES 

U OTHER  INCOME  INCLUDED  IN  SALES 

E OTHER  OPERATING  INCOME  EXCLUDED  FROM  SALES' 

F INCLUDES  INTRA  TOMPANY  SALES 

H INCLUDES  EXCISE  TAXES 

I OTHER  INCOME  INCLUDED  IN  SALES/INauOES  EXCISE  TAXES 
J INCLUDES  INTRA  COMPANY  SALES/ INCLUDES  EXCISE  TAXES 
G EXCLUDES  CANADIAN  OPERATIONS 

!C  EXCLUDES  FOREIGN  EXP<}RTS 

SEE  FlWfNOTE  REPORT  FOR  OVERALL  ACCOUNTING  METHODS  4 CHANGES 
DATA  SOURCESi 

DEFStlSE  BUSINESS  - OOO  REPORTS  - SEE  MANUAL 

OTIEH  - INVESTORS  MANAGEMENT  SCIENCES,  INC.  UTcST  DATA  YEAR  FINAL 
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CUWmCTOH  FI.'UNCIAL  UATA  RETRIEVAL  1 ANALYSIS  SYSTEy 


It  JAN  77  PIO 


QUARTERLY  OAXA  OF  AHAX  INC 


I NDUSTR  Y 1 METALS-mI SC 

data 

PRL'fTHU 

IN*  thousands 

Qt 

02 

03 

04 

YR  TOT  YTDX  » 

NET  JiALHS 

YR  ENDING  DEC- 73 

|9V0e0. 

252130. 

255330. 

257240. 

963780. 

20.7% 

b£C-74 

* 2ybd40. 

326020. 

290650  ► 

261430. 

n 66940. 

24.8X 

uEC-75 

24V390,. 

242440. 

2185  90» 

251670. 

962090. 

25.9% 

D6C-76 

2<56630» 

-0* 

-0. 

-0. 

1097243.  P 

24.3% 

OPERATING  INCOME 

YH  ENDING  uEC-73 

-0. 

-0. 

-0. 

-0. 

-0.0% 

DEC- 74 

-0* 

-0. 

-0  . 

-0. 

-0. 

-0.0% 

DEC-75 

-0* 

-0. 

-0. 

-0. 

-0. 

-0.0% 

DEC-76 

-0. 

-0. 

-0. 

-0. 

-0. 

-0.0% 

li'iCOME  dtFOKE  EXTRAS 

YR  EiiUlNU  DEC- 73 

2Iii7a. 

24940. 

25430*. 

32330. 

1051  20. 

20.8% 

UEC-74 

39S204. 

39070*. 

36490. 

29080. 

144460. 

27.6% 

■ L€C-7b 

3d070* 

36220. 

293 VO. 

32690 . 

134370. 

26.8% 

UE076 

33S40* 

-0.- 

-0. 

-0. 

132706.  P 

25.5% 

NET  lwa}ME 

YR  Er4t?INU  UEC-73 

21870. 

24940. 

25430. 

32680. 

105120. 

20.8% 

UEC-74 

3V820. 

3V070. 

36490  • 

29060. 

144460. 

27.6% 

UEC-75 

36070. 

• 36220. 

293SO. 

32690. 

134370. 

26.8% 

UEC-76 

33840.- 

-0. 

-0. 

-0. 

132706.  P 

25.5% 

COM  SIX  FRIC£-CU)SE 

YR-  EjUjING  LEC-73 

33. d7 

30.75 

41  .67 

51  .25 

DEC- 74 

43  .36 

39i.75 

35.38 

30.75 

Dec-75 

41  ^00 

65.36 

49.67 

47.25 

uec-76 

55.67 

-0.00 

-0.00 

-0.00 

# year-to-date  (FOR 

IHE  CUi^HE^fr 

OUAHTER) 

.AS  A X OF 

YR  TOTAL 

* ScS  QuAkTHRLY  FtXJTNOTc  HHWJRT  R)H  ACCOUl-Tf INC  METHObS  i CHANCES 


F CURRENT  YEAH  TOTAL  IS  PHOJECTEU-  SEE  MANUAL  FOR  DETAILS 
data  source*  INVESTORS  MANACcMENT  SCIENCES,  INC. 


CUMiiiACTOR  FINAflCIAL  UaTA  HETHIEVAL  & A.IALYSIS  SYSTEM 


1 1 JAN  77  P 1 1 


QUARTERLY  FINANCIAL  FinTNOTES  OF  MAX  INC 


INDUSTRY*-  ieTALS-MISC 


UATA  ITE.-4  YR— Qs*  FOOTOOTE 


SALES 

ALL  ACCOUNTS 


7S0i -2-3-4 
74Q2-3-4 
75QI-2 
74Q2 

73QI-2-3-4 

74Q3-4 

75QI-2 


SALES  ARE  RESTATED 
SALES  ARE  RESTATED 
SALES  ARE  RESTATED 

QUARTER  DATA  INCL.  <5  MOS.  OF  RCES/ACQUISITION 

accounting  chance 

RESTATED  FOR  BUSINESS  CONSINATION 
RESTATED  FOR  BUSINESS  COMBINATION 


DATA  SOURCE*  INVESTORS  ;4ANAGEW:Nr  SCIENCES,  INC. 
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COriTSACXOS  FIWAi^ClAL  DATA  .-iHrSIEVAL  ^ ArULYSIS  SYSTEM 


II  JA*‘i  77  PI  2 


rORECASTIiiC  FACTaRS  OF  GSUMJ^AW  CORP 


IMOUSTRYi  AHROSPACc  uATA  PRINTED  IN  PERCENTS 


MONTH  FISCAL  YR  ENDS 
FISCAL  YEAR 

DEC 
I V7I 

LHC 

1972 

OHC 

1973 

DEC 
I 974 

DEC 
I 975 

WTD 

AVEP.AGc 

IZi 

FORECASTED  VAR ISLE 
RELAicD  VARISLE 

SALES  GROVriH 
NEi  SALES 

-14.46 

56.40 

2.60 

19.39 

15.57 

9.5! 

COST  OF  SALES  , 
NET  SALES 

iOl  .16 

1 12.93 

86.75 

o6.o0 

37.2! 

89.78 

-5.40 

SELLIiNO'fOcT^  & AuMIN 
Wci  SALES 

0*00 

0.00 

6.25 

6.86 

6.57 

7.26 

2.60 

s 

depreciation 

£RlOfi_GROSS  PLANT 

d.6S 

7.67 

6.66 

6.05 

5.72 

6.22 

-3.75 

s 

INicREST  EXPENSE 

AVG.  TOTAL  uEET 

5 «65 

4.29 

5.74 

7.60 

9.69 

8.09 

1.14 

s 

OTHER  I_NCOM£/-£XP. 
NET  SALES 

0.23 

0.4! 

0.50 

I .52 

1 .65 

1 .31 

0.40 

s 

income  taxes 
Ii'iCome  bEF(^re  Tax 

50.44 

37.07 

46.63 

44.70 

42.0! 

43.48 

-0.92 

MINORITY  INTERESTS 
INCOME  AFTER  TAX 

-0.5v 

-0.30- 

7.47 

4.20 

4.18 

4.02 

1 .40 

CASH 

accounts  payable 

15.96 

40.5! 

61  .72 

26.08 

49.04 

42.28 

5.17 

ACCOUNTS  receivable 
NET  SALES 

14,44 

Id.66 

8.13 

11  .21 

■ 7.78 

9.79 

-2.10 

iNVEil  iOS  IE3 
CS  + DEPR 

13.16 

13.32 

10.56 

18.56 

21 .18 

18.21 

2.13 

OTHER  CURRENT  ASSETS 
CS+SCA+CAP  EXP 

0.4  1 

0.31 

0.26 

0.26 

0.65 

0.46 

0.04 

ACCOUNTS  PAYABLE 
CS+SGA+CAP  EXP 

7.46 

7.73^ 

6.33 

7.0! 

5.75 

6.43 

-0.4! 

s 

INCOME  Taxes  payable 
Income  taxes 

-12.49 

-2.89 

0. 

99.07 

106.79 

77.20 

34.05 

s 

OTHER  CURRENT  LlAo. 

cs+sga+ca?  exp 

4.91 

1 1 .60 

5.39 

4.73 

2.39 

4.35 

-1  .03 

PLT  SOLuiRETIRED 
PRIOR  GROSS  PLANT 

5. ! 7 

3.24 

1 .62 

I .99 

2.3! 

2.63 

-0.60 

ACC  DEPR.  SOLDdRET. 
PLT  SOLDiRHTIRED 

56.77 

64.38 

73.70 

87.17 

60.79 

68.97 

3.08 

DIVIDENDS 

COM  PREF  STOCK 

/ 

21  .a? 

5.36 

3.21 

9.27 

12.2  1 

10.53 

-1  .54 

capital  expenditures 

PRIOR  GROSS  PLANT 

6.59 

3.94 

3.67 

6.55 

9.36 

7.69 

0.92 

NcIUHTEj  AVERAGE-EXPONENTIAL  WEIGHTS, CURRENT  YEAR  AT  .5 

uATA  SOURCE « INVESTORS  ;.(AN A GEi-!E NT  SCIENCES  , INC.  FILE  DATED  FINAL 
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Cj;^T.-<ACfa/<  rL-iAWClAL  DaTA  SsTSIZVaL  4 aNaLYsIs  iYSTE.-A 


1 I JaN  77  r>\2 


^-SLUtCTIQiN  aSsUM^-TIUNS  FJR  CcNERaL  DYNAMICS  C3RH 
INDUSTRY  * AcNUSFACE 


rRJJECT’cD  VA.'^IABLc 

TYh£ 

R RU J cCX I JN  method 

i4eT  SALcS 

DEFAULT 

CRONS  AT  5.00%  FROM  LATEST 

1 

1 X 

\ < 

1 111 

1 >- 

Cu5T  JF  SALES 

DEFAULT 

90.90%  OF  NET  SALES 

Cr-KIQN  YEAR) 

SELL  I NG  9 Gri'i  • IN* 

default 

0.  % JF  NET  SALES 

C^-HIQH  i£AR) 

DEE.^ECI  AriGi’i 

DEFAULT 

6.48%  JF  PRIOR  GROSS  PLANT 

(MR ION  iEA?) 

I N T£R  £S  r EXr* £N S c 

default 

9.ol%  OF  Av'G.  iJiAL  Deal 

Cr-RIOft  YEAR) 

SPECIAL  ITEo 

DEFAULT 

SET  ro  ZERO 

UTH£h  INCJ.4E/-EX;-. 

DEFAULT 

0.57%  OF  NET  SALES 

C RTD • A YG • ) 

incj.ac  Taxes 

default 

3o.77%  jF  ImCOmE  BEFOrtE  TaX 

C nTD* A VG. ) 

MINJ.^ITY  l:rTckr5T5 

DEFAULT 

6.09%  OF  INCOME  AFTER  TAX 

ChTD.AVG.) 

EXiHAJrtDINA.^Y  ITEMS 

. DEFAULT 

SET  TO  ZERO 

DIVIDENDS 

default 

* NOT  pROJECTED-HISrORY  ZERO 

GH  NUT  avail. 

QTH*  i^cT.  EARNS  *CHGS* 

DEFAULT 

SET  ro  ZERO 

minimum  Cash  balance 

DEFAULT 

14.75%  JF. accounts  Payable 

CiiTD.AVG*) 

ACCJUNTS  RECEIVASLE 

default 

10.57%  JF  net  sales 

( iiTD*  A vG,  ) 

inventories 

'DEFAULT. 

25.79%  OF  COST  SALES  + DEPR. 

CRRIQR  YEAR) 

GT.HER  CURRENT  ASSETS 

default 

0.31%  OF  CS  SGA  + CAP.  EXP  . ( iiTD.  AVG. ) 

IN vestments 

DEFAULT 

ROLLED  forward,  ADDING  INVEST 

VXENTS  & ACC* 

INTANGISLEE  DEFAULT 
OTHER  assets  DEFAULT 
ACCjJNTS  f'AYASLE  DEFAULT 
maturing  NGTES4DEBT  DEFAULT 
INCOME  TAXES  i-AYAoLE  DEFAULT 
OTHER  CJHrtEi'iT  LIaB.  DEFAULT 
OTHER  L-T  LI Ad.  DEFAULT 
minority  interests  default 

FREFERRSO  STXX  DEFAULT 
COMMON  SrOC\  DEFAULT 
CARITAL  SURPLUS  DEFAULT 

dehreciation  default 

OTHER  QfNS.  SOURCES  DEFAULT 
FLT.  SOLD  4 Sci I RED  DEFAULT 
ACC.Dct-R.-5QLD4R£T.  DEFAULT 

Sale  of  plant,  etc.  default 
Sale  of  sToci^  default 

NEn  LJHG-TERm  DEBT  DEFAULT 
OTHER  SOURCES  DEFAULT 
CAPITAL  EXPEhOITUkES  DEFAULT 
INVSSTMEHfS  4 ACO.  DEFAULT 
DEBT  MaTURITIcB  DE=AULT 
TREASURY  STOCK  rURCH  ' DEFAULT 
OTHER  APr-LICATIONS  DEFAULT 

preferred  divide-jos  default 


» NOT  h-ROJECTED-HISTORY  ZERO  OR  NOT  AVAIL. 
Same  aS  prior  YEaR^ other  ASSEiS 

9.20S  OF  CS  5GA  + CAi-.  EXi- .( liTD.  A VC. ) 
TAKEN  FaOm  HISTORICAL  DATA 
54.24%  OF  INCOME  TAXES  (NTD.AVC.) 

10.56%  OF  C5  SGA  ♦ CA»'.  EXP. (PRIOR  YEAR) 
SA/aE  as  prior  year  other  L-T  LIAB. 
same  as  prior  year  MINORITY  INTERESTS 
» NOT  PROJECTED-HISTORY  ZEpO  OR  NUT  AVAIL. 
SAME  AS  PRIOR  YEAR  COM.MON  STOCK 
SAME  AS  PRIOR  YEAR  CApITAL  SURPLUS 

PROJECTED  LIKE  DEPRECIATION  aSJVE 

35.04%  OF  NET  INCOME  (.(TD.AVG.) 

2.o0%  jF  f*PlOR  GROSS  PLANT  (»iTO.AVG.) 

62.59%  OF  p-T.  SOLD  4 RETIRED  (ruD.AVG.) 

ld.9l%  OF  pLT.  sold  4 RETIRED  (.uD.AVG.) 
SET  TU  ZERO 
SEi  TO  ZERO 
SET  fu  ZERO 

U.43%  UF  PRIOR  CROSS  PLANT  (NTD.AVC.) 

SET  TU  ZERO 

TAKEN  FROM  HISTORICAL  DATA 
SEX  TO  ZERO 

CALC  - BaUNCE  chance  IN  UT  ACCOUNTS 
* NOT  PROJECTED-HISrORY  ZERu  OR  NOT  AVAIL. 


NOTE*  RHERE  type  IS  "DErAULT" , USER  CAVE  NO  AS3U.«i-TIQi'f 
THEREBY  ACCEPTING  THE  DEFAULT  METHOD 
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Cu*''i i .^AC  i QK  r Ii> A!"* w I Ai*  DaTA  Stirtls/AL  A AiNALYsI^  oYSTzh** 


1 I JAA  77  i- 1 


vJocrt  r'AuJECTzD 

BaLaNCH  SHsET^JF  GdNEi?AL  DYNAMICS  CJRH 


INDUSTKy*  AsSGai^ACi 

data 

PRINTED 

IN*  MILLIONS 

MONTH  fiscal  YR  ENDS 

OfcC 

D6C 

DEC 

DEC 

DEC 

FISCAL  YEAR 

1976 

1977 

1978 

1979 

19d0 

TRENDS 

ASSETS 

CASH  & equivalents 

30.0 

31  .7 

33.4 

35.2 

37.2 

5. 5XS 

ACCCJ»^‘T5  .-^dCEI  YABLi 

239. d 

251.3 

2o4,4 

277.6 

291  .5 

5.0X5 

IN  VcN  rCrt I ^5 

5^5.7 

377.3 

00  7.5 

039.3 

672.9 

OTHER  CJHrtzWr  ASSETS- 

6.3 

7.2 

7.6 

3.0 

8.5 

5. 6XS 

tutal  current  assets 

B25.4 

363.0 

912. b 

960.2 

Ulw.O 

5.2XS 

GkQSS  t-LANl 

• 11 42. 3 

1273.0 

1429.2 

1 598.2 

1 737.3 

1 1 .8XS 

ACCLIm«  Dci^rtEC  I ATI  on 

5B6.2 

o35 .0 

690.9 

752.3 

322.0 

o.dXS 

NET  PLANT 

556. d 

042.3 

733.2 

345.4 

965.3 

1 4 . SXP 

INVESTMENTS 

42.9 

42.9 

42.9 

42.9 

42.9 

0.  xs 

INTANGIBLES 

-0.0 

-0.0 

-0.0 

—0 .0 

-0.0 

-o.ox 

OTHER  ASScfS 

27.5 

27.5 

27.5 

27.5 

27.5 

0 . X5 

TOTAL  ASSETS 

1 452.4 

1 530.7 

1721.5 

1376.0 

2045.3 

8.9XS 

s a at  at  X 9 at 

mmxmmai  s 

Xaai33X4B 

LIABILITIES  i EQUITY 

ACCOUNTS  r'AYASLE 

203.3 

2U.4 

226.2 

233.6 

251  .9 

6.5XS 

MATURING  NOTES  i^DEBT 

!9.7 

30.6 

13,4 

13.7 

-0*0 

-14. 7X 

ADDITIOiML  SuRkGmTNG 

. 114.5 

159.3 

227.0 

296.4 

377.7 

35.1%N 

INCOME  TAXES  f'AYABLE 

40.4 

41  .0 

41.0 

40.4 

39.1 

-O.dXS 

OTHER  CURRENT  LlAa. 

233.^4 

246.1 

259.0 

273.9 

239.1 

5.5XS 

TOTAL  CURRENT  LlAB. 

61  1 .2 

691.5 

772.2 

363.1 

957.3 

1 1 .9X5 

LONG  TERM  DEBT 

9B.9 

o3.3 

50.0 

3o.2 

30.2 

-23.2XS 

OTHER  L-T  LIAS. 

75.5 

7b.5 

75. 5 

75.5 

75.5 

0.  X5 

TOTAL  liabilities 

735.7 

335.4 

397.6 

974. S 

1 0o9.o 

8.0X3 

minority  INTERESTS 

44.6 

44.6 

44.6 

44.6 

44.0 

0 . X3 

R referred  5TQC.Ni 

-0.0 

-0.0 

—0.0 

-c.o 

-0.0 

-0  .OX 

COMMON  STQCfv 

10. B 

10.3 

10. 0 

10. s 

10.8 

0.  xs 

CAPITAL  SURi-LUS 

o0.6 

oO . 0 

60 .0 

O0.6 

60.6 

0.  xs 

HCiAlNED  Earn INGS 

5S0.6 

629.3 

707.8 

735.1 

860.1 

1 1 .dXP 

shareholders  EQUITY 

622.1 

700.7 

779.2 

35o.6 

931  .0 

1 0 • 6XR 

TOTAi.  LIAS.  1 EQUITY  ' 

1 4 52  • 4 

1530.7 

1721.5 

1 370.0 

2045.8 

3.9XS 

■atasjiss 

■xw»»«aia 

saivsaiax 

aaxc  a«3s 

I'tORMING  CARITaL 

21  4.  1 

176.4 

140.7 

97.1 

5^.2 

-29.0XM 

LONG  TERM  CA/^  ITaL 

7o5.6 

813.7 

673.3 

937.4 

1012.4 

7.3X5 

TANGIBLE  NET  »iORTH 

622.1 

70U..7 

779.2 

35o.  6 

931  .0 

lO.oXP 

Data  source*  see  rrior 

AiVaLYZEI 

JUTFUT  For 

THIS  CJ.rtf'AHY 
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CuNTwACrUS  FIwAiNClAL  DaTA  SET*’^I£VAL  ^ AwAL^ilS  5Y5TH*a 


1 1 Jan  77  i-1 5 


US  Eft  f^RUJECfED 

INCOME  & RETAINED  EARNING  STATcMENT  OF  GENERAL  DYNAMICS  COR^* 


L^OUSikYj  AESUSrACE 

DATA 

PRINTED 

INj  MILLIOio 

MUNTH  FISCAL  YR  Ei^S 

dec 

DEC 

DEC 

DEC 

DEC 

fiscal  fEA.'? 

1976 

19  77 

197b 

1979 

1930 

TRENDS 

INCOME 

NET  Sales 

2200.Q 

2331  .4 

25C0.5 

2625. 5 

2756 ,8 

5 .0:^3 

CUSr  JF  SALES 

20c 1 .6 

2104.0 

2273. 1 

• 2330.7 

250O.1 

5.0%S 

GROSS  INCOME 

206.3 

21  0.0 

227.4 

238.3 

250.7 

5.0^5 

SELLING^  GEN  L AOmIN 

0. 

0. 

0 . 

0. 

0. 

-o.ox 

DEFr^ECIATlJN 

66.2 

74.0 

82.3 

92.0 

103.5 

1 1 .8X5 

OEEATIMG  IWCCWE 

I^O.I 

142.6 

1^.7 

146.2 

147.2 

1 .3XS 

INTEREST  EXPENSE 

• 22.6 

23.6 

2o.6 

30.3 

3o.5 

13.0XS 

SrEClAL  ITEiAS 

0. 

0. 

0 . 

0. 

-O.OX 

□THE3  I;JCJ.^E/-EXj- 

12.5 

1 J.5 

14.2 

14.9 

. 

15.0* 

5.0XS 

INOJME  5EFGk£  Tax 

130.3 

132.5 

132.2 

130.3 

120.3 

-c . axN 

IWCJ.rt£  TAXES 

‘iT.P 

4B.7 

43.0 

47.9 

40.4 

-0.3XS 

miwjeity  interests 

5.0 

5.1 

5. 1 

5.0 

^.9 

-o.sxs 

INCOmE  SEF'Jrtc  EXTRAS 

77.4 

73.0 

73.5 

77.4 

75.0 

-0 . bXN 

EXTi^AJkDINARY  ITEMS 

0. 

0. 

0. 

0. 

0. 

-o.ox 

NEf  INCJME/-LOSS 

77.4 

7o.6 

73.5 

77.4 

75.0 

—0 • 3XN 

aaaaasta 

aaaaaaa 

fi  ETA  I .i  ED  5 A kN  I NGS 

SEGINmING  SALAI'<CE 

473.2 

550. 0 

629.3 

707.3 

755.  1 

13.5XR 

RESTAitMEi'JT 

-0.0 

-0.0 

-0.0 

-0.0 

-0.0 

-o.ox 

AS  RESTAFED 

473.2 

550.6 

029.3 

707.3 

735.1 

13.5XF 

f'LJS  NET  INC/-LJ5S 

77.4 

73.6 

73. 5 

77.4 

75.0 

-0.8XN 

LESS  DWIDfcN'DS 

-0.0 

“O  .O' 

-0.0 

-0.0 

-0 .0 

-0.0% 

□THEN  CHANGES 

0. 

0. 

0. 

0. 

0. 

-O.OX 

ENDING  BALANCE 

550.6 

629.3 

707.3 

785.1 

360.1 

1 1 .aXr* 

S2CXC  3S3MK 

asssatss 

aa  amasa 

aaaaaaa 

aaaaaaa 

INCREASE/-DECREASE 

77.4 

73.7 

78.5 

77.4 

75.0 

-0.3%N 

data  sourcei  see  hricn 

analyzet 

GUTFUT  Fur 

THIS  CDMHANY 
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CuNTSACfQW  financial 

DaTa  RsiRI 

E/AL  & aNaLYSIo  syste. 

'rt 

1 1 Jan 

77  rlo 

user  rROJECTED 

changcS  in 

nORKING  capital  OF 

General  dynamics  cqrp 

INDUSTRY « AEHGSr^ACH 

data 

printed  in* 

MILLIONS 

MOi-fTH  fiscal  Yi<  ci'iOS 

DEC 

DEC 

DEC 

dec 

DEC 

FISCAL  YEAS 

1970 

19  77 

1973 

19  79 

1930 

TRENDS 

SUUSCES 

INCOME  SErQRi  EXThA5 

77.4 

78.0 

73.5 

77.4 

75,0 

-0.8XN 

D£?S  EC  I AT  ION 

60.2 

74.0 

62.3 

92.6 

103.5 

1 1 .8%S 

uPriES  GFNS  SJUSCS3 

27.1 

27.6 

27.5 

27.1 

26.3 

-0.8%S 

TOTAL  FSOM  JFNS 

1 70.7 

ISO. 2 

isa.3 

197.0 

204,8 

4.6% 

SALE  OF  PLANT,  ETC. 

5.0 

5.0 

6.3 

7.0 

7.9 

1 1 .8%S 

SALE  OF  STXK 

0. 

0. 

0. 

0. 

0. 

-0.0% 

Ncrt  LaNG  TERM  0E3T 

0. 

0. 

0. 

0. 

0. 

-0.0% 

□THES  SOURCES 

0. 

0. 

0. 

0. 

0. 

-0.0% 

TOTAL  SOURCES 

i 75.7 

185.9 

195.1 

204.1 

212.7 

4.9% 

APPLICATIONS 

DIVIDENDS 

-0.0 

-O  .0 

-0.0 

-0.0 

-0.0 

-0.0% 

capital  EXPENDITURES 

147.5 

l04.9 

184.4 

206.3 

230.7 

1 1 .8%S 

IKVE5TMENTS4AC0 

0. 

0. 

0. 

0. 

0. 

-0.0% 

DE5T  MATURITIES 

19.7 

30.6 

18.4 

13.7 

-0.0 

-14.7% 

TkEaEURY  STXK  pURCH 

0. 

• 0. 

0. 

0. 

0. 

-0.0% 

OTHER  APPLICATIONS 

27.5 

23.0 

23.0 

27.7 

20.9 

-0 .6%5 

total  APPLICATIONS 

194^7 

223.5 

230.3 

247.7 

257.6 

6.8% 

NET  INCREASE/-OECK 

-19.0 

-37.7 

-35.7 

-43.6 

-44.9 

-0.0% 

nmmsrMM^ 

aaaaaaa 

aaaaaaa 

aaaaaaa  aaaaaaa 

SUMftiAHY  OF  CHANGES 

CASH  & equivalents 

-0.9 

1 .6 

1.7 

1 .3 

2.0 

-0.0% 

accounts  ?^ECEIVA3LE 

11.1 

12.0 

12.0 

13.2 

13.9 

5.6% 

IN  VEN  IGr^  I E5 

27.0 

2S.6 

30.2 

31  .3 

33 .6 

5.6%5 

□iHER  CURRENT  ASSETS 

0.4 

0.4 

0.4 

0.4 

0.4 

1 .2% 

CUR  ASSET  lNCr(/-OEOR 

37.7* 

42.0 

44.9 

47.3 

49.0 

0.9% 

ACCOUNTS  kAYAoLE 

3d.o 

11.1 

1 1 .3 

1 2.5 

13.2 

-18.3% 

MAuiRlNG  NUT55&0E5T 

-99.3 

10.9 

-12.2 

-4.6 

-13.0 

-0.0% 

ADDITIONAL  EJRROrtING 

1 14.5 

44,9 

67.7 

69.4 

31  .3 

-2.4% 

INCOME  TAXES  t-AYA3LE 

-4.d 

0.7 

-0.1 

-0.6 

-1  .2 

-0.0% 

OTHER  current  LIAo. 

7.0 

12.7 

13.5 

14.3 

1 5.2 

16.2% 

CUR  LI A3,  INCH/-DECR 

5o.6 

so. 3 

80.6 

90.9 

94.  S 

‘12.2% 

DUE  TO  RESTATEMENT 

0. 

u.O 

0. 

0. 

0. 

-0.0% 

NET  INCREASc/-uECR 

-19.0 

-37.7 

-35.7 

-43.6 

-44.9 

-0.0% 

smssaas 

aaaaaaa 

aaaaaaa 

aaaaaaa  a 

aaaaaa 

CASH  ?LOh 

1 70.7 

150.2 

1 8d.  3 

197.0 

204.3 

4.6% 

SAIA  5UUkC£:  5z=  I'rilJri  aNaLYZcT  OUiVUT  FoS  iHIi  CO.-aFAhY 
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CJWrSACrQw  rlNA.NClAL  JAlA  ASiSIivAL  i /uNALr 3 la  St'STi.'n 


JSc«  t'HuJcCTED 

ANNUAL  NAliaS  FJS  ANALYSIS  '3F  GENERAL  DYNAMICS  CCHf- 


INOUSTkY*  AERJSkACE 

DATA 

RRINTED 

IN  RERCEifTS 

It 

LO:iTH  fiscal  Ya  ENDS 

DEC 

DcC 

DEC 

DEC 

DEC 

FISCAL  year 

1970 

1977 

1973 

1979 

1930 

TRENDS 

f^tPrOrt^.Al'iCc 

INCD..iE/A'AG  EQUITY 

13.  J 

1 1 .9 

10.6 

9.5 

6.4 

-1  .2  A 

SAL£o 

3.4 

3.3 

. 3.  1 

2.9 

2.7 

-0.2  N 

L^C  dli/AVvj  CAr^ITAL 

20.3 

19.3 

Id. 3 

1 7.3 

16.7 

-1.0  A 

IciC  9Ii/A5i£r5  Z 

10.3 

9.9 

9.2 

6.0 

3.0 

—0 .6  A 

h£T  £Art:N/A5S£r5  Z 

37.9 

39.3 

41 . 1 

41  .9 

42.0 

1 .0  S 

SALcS/ASSciT  5 Z 

.156.2 

150.7 

145.3 

140. 0 

134,0 

-5.4  A 

sales/avg  equity 

3Sd.3 

360.1 

337.9 

321  .0 

306.3 

-20.0  A 

SALES/naRKING  CAh-. 

105<?.2 

1349.3 

1 777.3 

2704.4 

5282. S 

960.2  R 

SAL£5/ri£T  HLAru 

407, 5 

370.7 

33d.  7 

310.6 

235.0 

-30.4  A 

AFHRDX.  h-ZE  aATIJ  R 

-0*0 

-0.0 

-0.0 

-0.0 

-0.0 

-0.0 

CAFIT.ALIZ.ATIUN 

L-r  QEoiVEQJITY 

1 5.9 

9.0 

6.4 

4.2 

3.9. 

-3.0  R 

UA3. /EQUITY 

1 33.5 

125.0 

120.9 

119.0 

1 19.0 

-3.4  R 

L-T  DEE  i/L-T  CAr'ITAL 

12.9 

8.4 

5.7 

3.9 

3.0 

-2.3  R 

BiC  EQUITY/TJT  DEBT  AZ 

2oo.9 

271  .3 

263.3 

247.3 

225. 1 

— 1 G . 0 

LIQUIDITY 

CoSdiEru  rtAflQ 

135.0 

125.5 

1 Id. 2 

111.2 

105.4 

-7.3  N 

ACID  IcST 

44,  1 

41 ,0 

' 3d. 0 

36.2 

34.3 

-2.4  N 

OA/3  ScCHI  cables  S 

33.6 

36.6 

36.6 

36.6 

36.6 

-0.0  3 

RcCHI  VA3L£S/iiQHi<  CAi^ 

1 12.0 

142.7 

187.9 

236.0 

556.0 

103.6  R 

IHVEWTDRr^TUKNS  R 

3.9 

3.9 

3.9 

3.9 

3.9 

-0.0 

IN  VEl'iTGRI  £5/f<GrtiC  CAH 

256.3 

327.2 

431  .d 

658. 5 

1239.4 

239.6  N 

DAY'S  t^AYAaL£S  R 

30.7 

30.7 

30.7 

30.8 

30.3 

0.0  S 

nuRKING  CAR/ ASSETS  Z 

14.7 

1 1 .2 

3.2 

5.2 

2.0 

-3.0  N 

L-T  D£5T/»< JRaIx'iG  CAR 

46.2 

3o.7 

35. 5 

37.3 

69.4 

4,5 

CSH  FLG/TuT  LIAS 

21.7 

21.6 

21  .0 

20.2 

19.1 

-0.7  S 

CQ  v£RAG£ 

INC  3 IT/ INTEREST 

676.4 

661  .2 

597.2 

522.6 

445.9 

— oO . 0 A 

CSH  FLQ/D5T  .’aAT-^C.E* 

102.  1 

92.2 

93.  1 

89.6 

3o . 0 

-2.9  A 

overall  strength 

Z-  SCDRE  TOTAL  Z 

4.22 

4.15 

4.01 

, 3.31 

3.53 

-0.2  R 

» EXCcFT  .»HzRE  MARKED 

k( RATIO) 

Jfi  Z-5CQ/<£ 

TOTAL 

Z THsSc  aRc  the  CJ.‘aRQNENTS  & TOTALS  OF  aH£ 

Z SCjRE-S 

EE  manual  FuR  EXi-LAi-JATlDN 

AZ  AFr'fiuXIMATIQN  TJ  MA.-tAcT  EQUIiY/Tuf  DEEI Z 5CGHE  TjTAL  ONLY  AMpHUXImaT- 

STAizMENl  AND  RELATIVE  SaLAiCE  SHEET  FDR  DTHEh  jCEY  RATUS 
DAiA  Suokuzs  5zz  FRIUR  ANaLY ZzT  GUi.-'UT  FDH  THIS  CJi«FANY 
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FLiAWClAL  DATA  riilHIiVAL  i ^A^U6lS  SYSTEM 


1 I JAi^i  77  r*  I 8 


J5£k  rRjJECTcD 

k£Lati/£  Balance  sheet  of  general  oyna.v»ics  cqri- 


WDUarHy:  AtRQSr'ACe 

Data  are  rEHCEi'IT  OF  TOTAL 

Miil'rrH  fiscal  yr  ends 

DEC 

DEC 

DEC  DSC  DEC 

fiscal  YtAii 

1976 

1977 

197d  1979  1960 

ASSETS 


Cash  eouivaL£,ht5 

2.1 

2.0 

1.9 

1 .9 

1 . 5 

A CC J U liT 5 R EC  E I vAB  L£ 

1 0.5 

15.9 

1 5.4 

14.8 

14.2 

IN  VENTGRIES 

37.0 

3o.  5 

35.3 

34.1 

32.9 

OTHEW  CURRENT  ASSETS 

0.5 

O.b 

0.4 

0.4 

0.4 

iJiAL  CJRkEa^T  ASSETS 

56.8 

54.9 

53.0 

51  .2 

40.4 

GROSS  plant 

78.7 

80.3 

S3.0 

65.2 

67.4 

ACCOM.  DcpREClATIOi^ 

40.4 

40.2 

40.1 

40.1 

40.2 

NET  FLAifT 

33.3 

40.  O 

42.9 

45.  1 

47.2 

IN  VESimENTS 

3.0 

Z.1 

. 2.5 

2.3 

2. 1 

intangibles 

—0.0 

-0.0 

-0.0 

-0.0 

—0 .0 

OTHER  ASSETS 

1 .9  . 

1 .7 

i .0 

1 . 5 

1 .3 

TuTal  assets 

liabilities  EQUITY 

100.0 

100.0 

assasss 

100.0 

100. 0 

100.0 

saasaaat 

ACCOUNTS  RAYASLE 

14,0 

13.0 

13.1 

12.7 

12.3 

maTUkINO  notes  ^0£3T 

1 .4 

1 .9 

1 .1 

0.7 

—J  .0 

additional  50RRUHING 

0. 

7.9 

10.1 

13.2 

15.0 

INCOME  TAXES  PAYABLE 

2.d 

■ 2.0 

2.4 

2.2 

1 .9 

OTHER  CURRENT  LIAS. 

16. 1 

15.6 

15.1 

14.6 

14.1 

TOTAL  CURRENT  LIAo. 

42.1 

43.7 

44.9 

46.0 

46.5 

LONG  TERM  DEBT 

6.8 

4.3 

2.9 

1.9 

1 .3 

GTHEit  L-T  LlAo. 

5.2 

4.b 

4.4 

4.0 

3.7 

TOTAL  LIABILITIES 

54,1 

52.8 

52. 1 

52.0 

52.3 

MINORITY  INTEhESTS 

3. 1 

2.8 

2.0 

2.4 

2.2 

i-REFERREO  S70CX 

-0.0 

-0.0 

-0.0 

-0.0 

• 0 

CO.MinON  5TGCi< 

0.7 

0.7 

0.6 

0.6 

0.5 

CAPITAL  SURi-LUS 

4.2 

3.8 

3. 5 

3.2 

3.0 

RETAiNcD  EARNINGS 

37.9 

39.8 

41.1 

41  .9 

42.0 

SHAREHOLDERS  EQUITY 

42.8  . 

44.3 

45.3 

45.7 

45.5 

TOTAL  LI A3.  A EQUITY 

100.0 

satsaisss 

100.0 

100.0 

lOu.O 

100.0 

murning  Capital.  . 

14.7 

11.2 

8.2 

5.2 

2.0 

LUNG  TERM  CAPITAL 

52.7 

51  .5 

50.8 

50.0 

49.5 

Tangible  net  #*jRrn 

42.6 

44.3 

45.3 

45. 7 

45.5 

Data  scukce*  see  f-KiCk  anaLyzet  auTr'UT  FuR  this  co.^pany 


ASSciS 


TRENDS 


-0.1 
— 0 « o 
-1  .2 
-0.0 

-I*. 9 

2.2 

-0.0 

2.2 

-0.2 
-0.0 
-0 . 1 

0. 


-0.4 

-0.3 

3.7 

-0.2 

-0.5 

1 .2 

-1  .2 

-0.4 

-0.5 

-0.2 

-0.0 

-0.1 

-0.3 

i .0 

0.7 

0. 

-3.0 

-0.8 

0.7 
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to  (o  to  *o  in  in  in  in  in  in  in  in  y:  in  in  in  lo  to  lo  to  lo  co  v)  to  lo  ^ to  lo 


CUHTSACi^K  rl.iAi^ClAL  DATA  S£TkI  = vAL  i Ai-<ALrsIS  5YS7£'jI 


I 1 J,AiJ  77  HI  9 


aScR  HffUJECTHD 

RELATIVE  income  SiATEAENT  QF  GcNERaL  DYNAMICS  CORH 


Ii^JUSTwif*  AcRuSf'ACc 

DATA 

ARE  HERCE: 

NT  OF  NET 

SALES 

FISCAL  ifK  EHDS 

DEC 

DEC 

DEC 

DEC 

DEC 

fiscal  year 

1976 

1977 

1973 

1979 

I960 

TRENDS 

IWCCr4£ 

l'i£T  3aL£5 

lOO.O 

ICO  .0 

100.0 

100.0 

lOu.O 

0 • 5 

CJSr  Or  SALES 

90.9 

90.9 

90.9 

90.9 

9vj.9 

—0.0 

GrtQSS  IWCO.hE 

9.1 

9.1 

9.  1 

9.  1 

9.1 

0.0  5 

ScLLII'iGy  Gci^  & ADMilN 

0. 

0. 

0. 

0. 

0. 

0 . S 

Dcr^i^ECIAIIJN 

2.9 

3.1 

3.3 

3.5 

3.5 

0.2  S 

Qi*’^AiIi^G  INCGMc 

6.2 

6.0 

.5.5 

5.6 

5.3 

-0.2  5 

lifTEREST  EXi^EiNSc 

1 .0 

1 .0 

1. 1 

1 .2 

1 .3 

0.1  S 

SrEClAL  ITEmS 

0.. 

0. 

0. 

0. 

0.  . 

0.  5 

QfHER  I.;CGihE/-EXH 

0.6 

0.6 

0. 0 

0.6 

0 .0 

0.  s 

LhCGmE  3Ef  JrtE  TAX 

5.7 

5.6 

5.3 

5.0 

4.0 

-0.3  N 

Ia^CCjhz  iAXcS 

2.1 

2.0 

1.9 

1 .5 

1 .7 

-0.1  5 

MI.'UrtITY  I.hTERESTS 

0.2 

0,2 

0.2 

0.2 

0.2 

-0.0  s 

INCGME  3EFJRE  EXTHAS 

3.4 

3.3 

3.1 

2.9 

2.7 

-0.2  N 

EXTSAG«DIiUSy  ITEMS 

0, 

0. 

0. 

0. 

U. 

0.  S 

NET  INCGMEZ-LUSS 

3.4 

3.3 

3.  1 

2.9 

2.7 

-0.2  N 

aaaaaaca 

aaaaaaa 

aaaaaaa 

RETAINED  Earnings 

BEGINNING  BALANCE 

20.9 

23.1 

25.2 

27.0 

23.5 

1 .9  R 

RESlArENENT 

-3.0 

-0.0 

-0.0 

-0.0 

-0.0 

-0.0 

AS  hESTATEiJ 

20.9 

23.1 

25.2 

27.0 

25.5 

1 .9  F 

kLUS  Nci  INC/-LJS5 

3.4 

3.3 

3.1 

2.9 

2.7 

-0.2  N 

LESS  DIVIDE^iDS 

-0.0 

-0.0 

-0.0 

-0.0 

— vJ  .0 

-0.0 

□rNER  CHANGES 

0. 

0. 

P. 

0. 

0. 

0.  S 

EN D I NG  5 ALAivC  E 

24.3 

26.4 

23.3 

29.9 

31  .2 

1 .7  F 

saBsanan 

ssaasmat 

aaaaraata 

aaaaaaa 

a aaaaaa 

I NCR  EAS  E/  — D EC  rtE AS  E 

3.4 

3.3 

3.  1 

2.9 

2.7 

-0.2  N 

Data  sources  see  prior  ANALYZET  JUThUT'  for  this  COMt-AMY 
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APPENDIX  B.  SYSTEM  COMPONENTS 


This  appendix  presents  technical  information  about  how  FINANDAS  works.  Each 
routine  is  discussed  individually,  with  descriptions  of  detail  functions,  user  inputs,  and 
data  storage  files.  In  all,  there  are  about  10,000  lines  of  FORTRAN  instructions  in  the 
system. 

FINANDAS  Routine 

FINANDAS,  the  main  control  routine  for  the  system,  serves  mainly  to  validate  users 
and  call  other  routines  to  perform  the  analysis. 

After  sign-on  to  the  G.E.  network,  the  user  enters  the  system  through  an  immediate 
run  of  FINANDAS.  His  user  number  is  then  compared  with  the  DoD  user  numbers.  If  the 
user  number  is  valid,  a password  entered  by  the  user  is  also  checked  for  validity.  This 
validation  procedure  will  ensure  that  only  authorized  DoD  analysts  can  use  the  system. 

On  first  entering  FINANDAS,  the  user  gets  a message  identifying  the  system  and 
announcing  any  new  changes.  Then  the  user  enters  a command  to  call  in  one  of  the  other 
routines  to  perform  the  analysis.  The  commands  are  the  names  of  the  routines.  A 
command  input  by  the  user  is  checked,  and  if  valid,  the  routine  is  called. 

After  a routine  is  completed,  the  FINANDAS  routine  automatically  returns  for  entry 
of  the  next  command. 

Before  sign-off  from  FINANDAS,  a record  of  user  activity  is  added  to  a system  file, 
to  permit  the  System  Monitor  to  measure  overall  usage  of  the  system. 

ANALYZET 

The  main  analysis  routine,  ANALYZET,  retrieves  the  contractor's  financial  data 
from  the  data  bank  and  prints  the  analysis  reports.  The  user  controls  the  analysis  through 
responses  to  a series  of  questions  asked  by  ANALYZET.  For  example,  the  user  is  asked 
"Are  you  analyzing  a Compustat  company?"  If  the  answer  is  "Yes,"  the  user  is  asked  to 
input  the  company  stock  ticker  symbol.  If  the  answer  is  "No,"  the  user  must  enter  the 


B-1 


name  of  a data  file  (previously  input  by  the  user  with  DATALOAD),  containing  the 
contractor  financial  data.  Other  questions  inquire  about  the  reports  desired  and  whether 
projections  are  wanted.  Samples  of  the  questions  are  shown  at  the  end  of  the  sample 
output  in  Appendix  A. 

After  the  questions  are  answered,  the  historical  analysis  reports  are  printed  at  the 
user's  terminal.  Following  the  reports,  ANALYZET  does  one  of  several  things,  based  on 
earlier  answers: 

- Automatically  signs  off  the  G.E.  network 

- Asks  if  more  reports  are  needed 

- Calls  the  PROFORMA  routine  to  make  projections 

- Returns  to  the  FIN  AND  AS  routine 
PROFORMA 

The  PROFORMA  routine  is  called  by  ANALYZET  to  project  the  financial  activity  of 
a contractor  and  print  proforma  financial  statements  for  future  years.  Projections  can  be 
made  from  historical  data  supplied  by  the  user,  or  by  Compustat.  However,  the  period  of 
projections  will  be  limited  to  the  number  of  years  of  data  supplied. 

To  operate  PROFORMA,  the  user  answers  a few  questions  about  the  source  of  the 
projection  assumptions  and  the  analysis  desired.  Projection  assumptions  are  input  by  the 
user  on-line  from  the  PROFORMA  Assumptions  Worksheet  to  be  included  in  the  Users' 
Manual.  The  assumptions  are  entered  only  when  the  company  is  first  projected,  and  stored 
in  a user  file  (stored  in  the  user's  catalog)  called  PROJXXXX,  where  XXXX  is  a user- 
supplied  short  company  name.  The  projection  file  is  protected  by  the  user's  FINANDAS 
password. 

Subsequently,  the  assumptions  can  be  permanently  changed  on  the  file  by 
PROFORMA,  or  simply  modified  for  a one-time  "what  if"  projection.  A default 
assumption  for  each  detail  account  is  provided  in  PROFORMA,  and  it  wiU  be  effective 
unless  overridden  by  a corresponding  assumption  in  the  projection  file. 
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The  output  from  PROFORMA  is  similar  to  that  prepared  by  ANALYZET.  The 
projection  reports  available  are: 

- Balance  Sheet 

- Income  and  Retained  Earnings  Statement 

- Changes  in  Working  Capital 

- Annual  Ratios 

- Relative  Balance  Sheet 

- Relative  Income  Statement 

A special  account  reported  in  PROFORMA,  but  not  on  the  historical  output,  is  called 
"Additional  Borrowing."  This  account  is  used  to  keep  cash  above  some  Minimum  Balance, 
either  in  Dollars  or  relative  to  Accounts  Payable.  If  Cash  would  otherwise  fall  below  the 
Minimum  Balance,  Additional  Borrowing  would  increase.  This  would  also  cause  an 
increase  in  interest  expense  and  a decrease  in  taxes,  minority  interest  share  of  income, 
and  net  income.  All  these  changes  and  their  effects  are  simultaneously  resolved  to  arrive 
at  the  correct  Additional  Borrowing. 

ANSRLOAD 

The  routine  ANSRLOAD  is  used  to  load  a file  of  answers  for  use  in  a delayed  run  of 
ANALYZET.  (If  the  SYSTEM  is  used  in  an  overnight  run  mode,  substantial  cost  savings 
will  result.)  The  routine  LATERUN  will  set  up  an  overnight  run  of  ANALYZET  to  retrieve 
data  and  prepare  reports.  The  file  of  answers  prepared  by  ANSRLOAD  replaces  the 
terminal  input  when  the  program  is  run  at  night. 

ANSRLOAD  asks  the  same  questions  as  ANALYZET  and  stores  the  results  in  a user 
file  called  ANSRXXXX,  where  XXXX  is  a user-supplied  short  name  of  the  company.  The 
file  is  protected  by  the  user's  FIN  AND  AS  password.  After  the  file  has  been  used,  it  can  be 
purged  from  the  users'  catalog  with  ANSRLOAD. 

CMDLIST 

The  CMDLIST  routine  prints  a list  of  the  commands  (i.e.,  routines)  with  the  function 
of  each  one  identified.  The  description  of  the  commands  is  stored  in  a system  file. 
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DATALOAD 


The  DATALOAD  routine  is  used  to  load,  edit,  and  purge  files  of  financial  data  for 
contractors  not  in  the  data  bank.  To  load  a data  file,  the  user  records  the  contractor  data 
in  predefined  accounts  on  the  DATALOAD  Worksheet  to  be  included  in  the  Users'  Manual. 
The  data  are  then  entered  on-line  for  checking.  When  the  data  are  loaded,  they  are  stored 
in  a user  file  called  DATAXXXX,  where  XXXX  is  a user-supplied  short  name  for  the 
company.  The  file  is  protected  by  the  user's  FINANDAS  password. 

After  a data  file  is  loaded,  it  may  be  edited  to  add  in  the  totals  not  entered  or  check 
entered  totals.  Modification  routines  are  available  to  change  both  alphanumeric 
descripter  lines  or  numeric  data  lines.  After  modifications,  the  file  can  be  re-edited. 
When  all  data  reconcile,  a message  is  given  that  the  file  is  ready  for  analysis 
(with  ANALYZET).  A listing  of  the  completed  file  is  provided  for  later  reference. 
LATERUN 

The  LATERUN  routine  sets  up  an  overnight  run  of  FINANDAS/ANALYZET  to 
prepare  the  analysis  reports.  A file  of  answers  for  ANALYZET  must  have  previously  been 
created  with  ANSRLOAD  because  the  name  of  this  file  is  an  input  to  LATERUN. 

In  the  process  of  setting  up  the  overnight  run,  two  new  user  files  are  created  and 
stored.  One  is  an  instruction  file  called  RUNXXXX,  the  other  is  a print  file  for  the  output 
reports  called  PRNTXXXX  (in  both  cases,  the  XXXX  is  a user-supplied  short  name  for  the 
Company).  Both  files  are  protected  with  the  user's  FINANDAS  password.  At  first,  the 
print  file  is  empty,  but  after  the  overnight  run  is  completed,  it  contains  the  reports 
prepared  by  ANALYZET. 

On  the  day  after  the  overnight  run,  the  user  returns  to  LATERUN  to  list  the  print 
file.  Then  all  these  files  - the  answer  file,  the  instruction  file,  and  the  print  file  should  be 
purged  by  the  user  with  LATERUN. 

MESSAGE 

The  MESSAGE  routine  enables  users  to  leave  messages  on  the  system  for  the  System 
Monitor.  Ideally,  it  would  be  used  for  low-priority  assistance  requests  and  suggestions  for 
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improvements.  (High-priority  requests  would  most  likely  be  handled  by  calls  directly  to 
the  System  Monitor.) 

After  giving  the  command  MESSAGE,  the  user  simply  types  in  the  message,  line  by 
line.  The  first  lines  should  identify  the  user  by  name,  organization,  location,  and  Autovon 
number.  A line  with  the  single  word  "end”  will  terminate  the  message  and  return  to  the 
FIN  AND  AS  routine. 

MESSLIST 

The  MESSLIST  routine  is  used  by  the  System  Monitor  to  print  the  messages  prepared 
by  users  with  MESSAGE.  After  the  messages  are  printed,  the  SYSTEM  file  of  messages 
can  be  cleared  by  MESSLIST. 

END 

The  END  routine  creates  an  exit  from  the  system.  As  mentioned  earlier  under  the 
FINANDAS  routine,  a log  of  user  activity  is  generated.  After  this  has  been  accomplished, 
control  returns  to  the  G.E.  System  Command  level.  The  user  then  signs  off  with  a BYE 
command. 
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APPENDIX  C.  ANALYTICAL  METHODS  USED 


This  appendix  describes  the  technical  aspects  of  the  analytical  methods  used.  The 
areas  included  are  ratio  analysis,  trend  analysis,  and  projections. 

RATIO  ANALYSIS 

Ratio  analysis  continues  to  be  the  most  useful  tool  for  financial  analysis.  Its  utility 
lies  in  the  capacity  of  ratios  to  scale  measures  of  performance  and  financial  position  so 
that  meaningful  comparisons  among  companies  can  be  made. 

FINANDAS  includes  several  reports  devoted  to  ratio  analysis.  The  ratios  selected 
for  use  were  drawn  from  the  authoritative  sources  listed  in  Appendix  D. 

The  Annual  Ratios  report  contains  key  ratios  to  evaluate  performance, 
capitalization,  liquidity  and  debt  coverage.  The  performance  ratios  measure  the  return 
(income)  on  equity,  sales,  capital  and  assets.  In  some  cases,  income  before  interest  and 
taxes  (BIT)  is  used  to  avoid  the  effects  of  the  capital  structure  and  industry-related  tax 
rates.  The  amount  of  retained  earnings  in  relation  to  assets  is  used  as  a measure  of 
cumulative  performance.  Sales  performance  is  also  a useful  financial  indicator,  because 
income  cannot  be  derived  without  sales,  and  profitable  use  of  capital  requires  good  sales 
volume. 

The  capitalization  ratios  measure  the  balance  between  use  of  debt  for  leverage  and 
the  need  for  sufficient  equity  to  insure  financial  soundness.  Several  ratios  are  given,  using 
long-term  debt,  equity,  total  liabilities,  long-term  capital,  and  even  the  market  value  of 
equity. 

Because  the  liquidity  of  a company  is  a direct  measure  of  its  financial  health,  a 
large  number  of  liquidity  ratios  are  provided.  In  addition  to  the  current  ratio  (Current 
Assets/Current  Liabilities)  and  the  acid  test  (Cash  & Equivalents  & Accounts 
Receivable/Current  Liabilities),  the  liquidity  ratios  analyze  receivables,  inventory. 
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payables,  and  working  capital.  The  last  ratio  (Cash  Flow/Total  Liabilities)  was  found  by 
Professor  Beaver  to  be  the  most  significant  single  predictor  of  failure  among  the  thirty 
ratios  he  studied.^ 

The  debt  coverage  ratios  indicate  the  cash  cushion  available  to  pay  interest  on  debt, 
or  meet  commitments  for  debt  repayment  and  capital  expenditures.  These  coverage 
ratios  are  standard,  but  valuable,  because  they  are  key  factors  in  financial  analysis. 

As  an  overall  measure  of  financial  health,  the  system  provides  the  Z-Score,  a 
weighted  sum  of  selected  ratios  mentioned  in  Section  IIl.^  In  researching  the  prediction  of 
bankruptcy.  Professor  Altman  found  the  Z-Score  a very  good  predictor  for  near-term 
bankruptcies,  and  a moderately  good  one  for  periods  up  to  five  years  ahead.  The  criteria 
for  evaluating  the  Z-Score  total  are: 

3.00  or  more  indicates  little  chance  of  bankruptcy 

- 1.81  to  2.99  indicates  some  chance  of  bankruptcy 

- 1.80  or  less  indicates  a large  chance  of  bankruptcy 

Among  the  important  ratios  on  the  Relative  Balance  Sheet,  are  those  concerning  the 
composition  of  assets,  such  as  the  important  current  assets.  The  significance  of  each 
asset  account  can  be  viewed  in  terms  of  its  percentage  of  each  category.  Likewise,  the 
percentages  of  the  various  expenses  to  Net  Sales  shown  on  the  Relative  Income  Statement 
indicate  the  significance  of  the  expenses.  Trends  in  the  asset  or  sales  percentages  may 
provide  a means  of  identifying  potential  problems. 

TREND  ANALYSIS 

FINANDAS  will  automatically  display  account  trends  when  four  of  five  years  of  data 
are  present.  The  trends  are  calculated  using  a regression  formula.  For  dollar  amounts, 
the  calculated  trends  are  compound  growth  rates.  For  ratios  and  other  non-doUar  data, 
the  trends  are  linear  annual  increments  with  the  same  units  as  the  data. 

^W.  H.  Beaver,  "Financial  Ratios  as  Predictors  of  Failure,"  Empirical  Research  in 
Accounting:  Selected  Studies,  1966,  pp.  80-81. 
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All  trends  calculated  are  tested  for  statistical  significance.  A t-test  is  applied  to 
the  slope  coefficient  and  80%  reliability  is  used  to  balance  the  risk  of  false  vs.  missed 
significance.  The  test  for  dollar  amounts  includes  a built-in  assumption  of  a 5%  growth 
rate,  which  signifies  no  real  growth.  (The  average  inflation  rate  of  Non-Farm  Business 
Sales  has  been  approximately  5%  over  the  period  1970  to  1975,  according  to  data  in  the 
Survey  of  Current  Business.)  The  significance  test  for  other  data  is  made  against  a change 
of  zero.  Where  the  trends  are  statistically  significant,  a letter  S appears  with  the  trend 
figure. 

Trends  in  certain  key  data  are  also  tested  for  materiality.  A dollar  trend  is 
considered  material  if  the  trend  growth  rate  is  over  10%,  or  less  than  0%.  Like  the  test 
for  statistical  significance,  this  test  is  non-sym metrical,  because  a +5%  growth  rate  is 
considered  no  real  growth.  Trends  in  ratios,  and  other  non-doUar  data,  are  considered 
material  if  they  exceed  2.5  points  a year,  or  5%  of  the  latest  year  figure. 

If  the  trends  are  both  statistically  significant  and  material,  a ”P"  or  ”N"  appears  as  a 
Positive  or  Negative  indicator  of  financial  health.  For  example,  an  increasing.  Net  Income 
is  a Positive  indicator,  but  a decreasing  Current  Assets  total  is  a Negative  indicator. 
Conversely,  an  increase  in  Days  Receivables  is  a Negative  indicator. 

PROJECTIONS 

Using  the  PROFORMA  routine,  an  experienced  financial  analyst  can  readily  develop 
meaningful  projections  and  obtain  valuable  analytical  reports.  With  these  reports,  the 
basic  question  of  a company's  future  viability  can  be  approached.  The  effects  of  contract 
awards  or  financial  policy  changes  can  also  be  estimated,  simply  by  changing  assumptions. 

The  PROFORMA  projection  routine  accepts  user  input  of  assumptions  for  the  detail 
accounts  to  be  projected,  and  a worksheet  is  provided  for  planning  these  assumptions. 
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Four  projection  methods  are  available  to  input  assumptions.  They  are  as  follows: 


Projection 

Method 

Method 

Symbol 

Data  to  Enter 

Dollar  Input 

DOL 

Annual  amounts  for  the  years 
projected 

Growth 

GROW 

The  percentage  growth  rate,  and 
either  a base  amount,  or  a zero  to 
indicate  that  the  latest  amount 
will  be  the  base  amount. 

Add  a constant 
Dollar  amount 

ADD 

The  constant  dollar  increment  and 
either  a base  amount,  or  a zero  to 
indicate  that  the  latest  amount 
will  be  the  base  amount. 

Percent  relationship 
to  another  account 

PCT 

The  percentage  factor  and  the 
number  of  the  related  account  on 

the  Assumptions  form. 


If  the  user  does  not  provide  an  assumption  for  a variable  to  be  projected, 
PROFORMA  will  use  a built-in  (default)  one  generally  appropriate  for  that  variable.  The 
default  assumptions  are  too  complex  to  list,  but  they  basically  involve  one  of  the 
following: 

- a growth  rate  from  the  latest  amount 

- preset  values  of  zero  in  each  year 

- a percentage  relationship  to  another  variable  based  on  (a)  the  ratio  in  the  latest 
year  or  (b)  a weighted  average  of  the  ratios 

Accounts  that  are  totals,  or  related  to  past  years,  are  not  directly  projected,  but  are 
calculated  from  the  detail  component  accounts.  For  example,  the  amount  of  Gross  Plant 
in  any  year  is  the  amount  in  the  prior  year  plus  additions  (Capital  Expenditures)  less 
retirements  (Plant  Sold  & Retired).  Similarly,  Net  Income  is  not  directly  projected,  but  is 
calculated  step-by-step,  as  the  Income  Statement  is  calculated. 
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